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Banking Enquiry Committee for the 
Centrally Administered Areas 

1929-30 


Volume 1 


REPORT 


CHAPTKR I. 

Introductory. 

1. Like all other Provincial Banking Enquiry Com- 
the Central Areas Banking Enquiry Committee 
. was appointed in accordance with 

rfiTOiD^ry. general plan of enquiry into hank- 

ing conditions in India set forth in the (iovernment of 
India, Finance Department letter. No. F-2 (III) F/29, 
dated the 3rd April 1929, to the Provincial Governments, 
'fhe suhjtH'ts sjiecially assigned U) the IVovincial Commit- 
tees were («) agricultural credit, (b) sfiecial study of co- 
operative lianks and co-ojjerative marketing scH-ieties, (c) 
special study t'.f indigenous hanking, and (d) investment 
habit and altraction of capital. I'hey were further 
required to condui t intensive surveys of one or two seleited 
distrii'ts and a general examination of the credit conditions 
in their resfiective provinces as a whole in regard to agricul- 
ture and small industries. It was left to the Provincial 
Committees to settle the details of their enquiries, hut with 
a view to facilitate eventual co-ordination of results for 
the whole of India, the main heads under which the 
information and the material collected hy the Committeea 
were to lie classified were laid down hy the Finance Dejmrt- 
ment for the guidame of the Provincial Committees. The 
Central Committee was asked to consider the allix-ation of 
subjects in consultiition with the Hon'hle the Finance 
Member in order further to define and elaborate them if 
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neceesar^, and acoordingly that Committae, with an eye to 
oniformity of procedure, drew up a standard ^esticnn 
naire for issue by Provincial Committees which the latter 
were left free to amplify, with due regard to any special 
provincial or local features. In effect this standard ques- 
tionnaire emlxxlies ths terms of reference of Provincial 
Committees in full detail. 


2. The personnel of our (’ornniittee was announced by 
the (loverninent of India *>n the 12th Septeml)er 1929. It 
ApiMiintment. lOllsisted of 1 — 


Khan Bahadur Diwan Abdul 
Hamid, C.I.E., O.B.E., Chief 
Minister t-o His Highness the 
Maharaja of Kapurthala 

The Hon’hle Major Nawab Moham- 
ma<l Akbar Khan, C.I.E., Khan 
of Hoti ..... 

Professor H. L. Chablani, Head of 
the Economics Department, Delhi 
University . . . . 

Mr. V. F. (irav. M.L.C., of Me.swrs. 
R. J Wood‘<!fc ('o., Delhi . 

Eala Bal Kishen. .\s.sistant Regis- 
trar, (Cooperative Sm'ieties. (lur- 
gaon and Delhi .... 

Hai Sahib Kanwar Moti l.al. 
Beawar .... 


Cliainnan, 


Representative of 
Agriculture. 


Indian Economist. 

Representative of 
(Commerce. 


Co-operative Ex- 
pert . 

Indigenou-s Banker. 


Mr. V. S. Marhalli 


Secretary. 


'Ihe following gentlemen were nominated }is co-opted 
memlH'rs to a.s.«ist the (hwnmittet* with their local know- 
ledge and experient'e ; — 


Khan Bahadur Haji Karam IlahH 
Sethi, cxvopted meml)er for the | 
NortlpWest ITontier Province ; 

Seth Vithal Dass Rathi, lo-opted 
member for Ajmer-Merwara 
Ivala Shri Ram, co-opted member 
for Delhi 


Rep resentati ves 
Commerce. 


of 



s 


3. The CkHoiinittee first assembled in Simla on the 22nd 
September 1929, when the standard questionnaire pre- 

_ , scribed by the Indian Central Bank- 

ing En(|utry Committee was discuased. 
The second meeting was held at Simla on the 27th Septem- 
ber 1929, at which the Hon’ble the Finance Memlier, who 
was accompanied by Sir Purshotaindas Thakurdas, acting 
Chairman of the tndian Central Hanking Enquiry Corn 
mittee, was kind enough to explain the broad outlines of 
the enquiry on which the Committee was embarking. 

4. The ('oinniittee then f)r<K“eeded i(» amplify the stand 
ard questionnaire, and issued it on the 4tli October 1929 

ill the form printed as Apiamdix 2 (a) 

OuMitionnairo ptc. , . , • •» . 'im 

to this Iccport I he questionnaire 
was translated in I'rdu and Hindi and not only the Iah uI 
Administrations were sup|)lied with t'ojiies for distribution 
but alsf) a large number of copies were (iistributcd by the 
Comniittet' s otliee din*et. The writUm replies were called 
for In the yist Oetx)l)ei‘ 1929 but this time limit was extend 
ed, to tlie 10th Novenilier 1929 in the ease of tin* North 
West Frontier Province, ami to the dOth .NoveMil><.*r 1929 
in the cast* of other Areas, hut replies continued to be 
ret'eived even much after the.se dates. A statement show 
ing the numlier of copie.s distributed in the Centrally 
Administered Areas, the number of written replio.s received 
and the number of officials and non-officials examined has 
l>een appended to this report (A{)}>endix 1 a). In all we 
received replies from 90 perswais, of whom dO gave oral 
evidence in the course of our public sittings. We also 
issued 8|>ecia) questionnaire for central co-operative bank.s, 
post offices and judicial officers and lawyers wdiicb are all 
printed in the appendices to this llejMirt. 

5. The Centrally Administered Areas are the North- 
West Frontier Province, and the Province of Delhi, A jmer- 

Merwara, Baluchistan, the Andaman 
Nicobar Islands and CiMirg. For 
the purpose of banking enquiry, Coorg 
was detached from the other Central Areas ami was iriclud 
ed within the purview of the Madras Provincial Hanking 
Enquiry Committee 

jhe Chief Commissioner of the Andaman and Niaihar 
Islands, in his letter No. 1862, dated the Kith June 1929. 

Th* Anaunan and addfes.sed to the Sijcretary t^i the Cov- 
Nicobar itiaada. eminent of India, Finance Depart- 
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ment, on the subject of this enquiry, indicated the need ot 
a bank in tiic Islands and suggest^ that this Cotnunittee 
might examine the question. Copies of our questionnaire 
were duly sent to the Administration for distributH>n, and 
the Chief Commissioner, in his telegram, dated the 6th 
January 1930. offered to give evidence before the Com- 
mittee in Delhi or in the alternative to furnish a memo- 
randum. As his dates in Delhi were more or less un- 
certiiin, he was informed that a memorandum would 
serve our purpose. But no further communication was 
retjeived from the Administration, nor have any replies 
to our questionnaire been forthcoming. 

As r^ards Baluchistan, the Agent to the Governor 
General in Baluchistan in hi.s letter No. 3115/R, dated 

the 14th June 1929, to the Secretarv to 
B.iuch.a.n. (jovernment of India. Finance 

Department, stated that no useful purpose would be served 
by the inclusion of Baluchistan within the scope of our 
enquiry. We, however, sent ropies of our miestionnaire 
to that A^lministration for distribution, explaining that 
our terms of reference included a much wider field than 
banking in the technical sen.se, and expressed our readi- 
ness to depute a sub-committee for condticting enquirievS on 
the spot, if nea^ssarv. We also distributed copies of the 
que.stionnaire to several indigenous hanking firms having 
business relations in that province. The Iwal Adminis- 
tration. in reply, adhered to its original view that the (>ro- 
vince offered no swpe for our investigation and our ques- 
tionnaire was n(>t likely tf> elicit information o£ any value. 
In these' circumstances there was no question of extending 
our enquiry to Baluchistan; we rept)rted accordingl\ to 
the CTOvernment of India in our letter No. 387. dated the 
20th November 1929. This retM)rt, therefore, deals with 
conditions in the three remaining Areas, riz., the North- 
West Frontier Province. Ajmer-Merw'ara, and Delhi. 

6. The office of the Committee moved from Simla te 
Delhi on the 15th Octol)er 1929. for the winter. Public 

sittings for the examination of wit- 
itin^rary. uesscs Were held in Peshawar from the 

16th to the 20th Noveml)er 1929, in Ajmer from the lOth 
to the 12^ and on the 14th December 1929, in Beawar on 
the 13th December 1929, and in Delhi from the 18th 
February to the 1st of March 1930. Meetings were held in 
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Delhi from the Idth to the 24th April 1930, at which the 
Ovidenoe was discussed and the main recommendations were 
settled finally. The Committee’s office moved up to Simla 
on the 28th April 1930, and the Committee held their final 
sittings at Simla between the 9th and the 21st June 1930, 
when the report was discussed and adopted. 

7. The total cost of the enquiry will be al>out 

Coat of Enquiry. Ks. 75,000. 

8. Besides the evidence recorded during our public sit- 
tings, agents of joint-stock banks, indigenous bankers, 

„ . , monev- lenders, zamindars, traders, 

Work don*. , • ... , , , i 

etc., w'ere interviewed by members of 
the Committee, particularly by Mr. Chablani. Notes of 
these interviews have lieen printed in the volumes of 
evidence. 


We were asked liy the (lovernment of India to make 
intensive surv'eys of one or two selected portions of each 

province and by the Central Commit- 
intensiv* make as accurate an estimate of 

the rural indebtedness as wjis jioasible 
within the time limit fixed. In consultation with the 


I^al Governments, we selected for the [uirpose of inten- 
sive enquiry into economic conditions, particularly those 
which had a direct lamring on our terms of reference, 13 
villages in the North-West Frontier Province, 12 villages 
in Ijtelh'. and 20 villages in Ajmer-Merwara. Moreover, 
we carried out a general .survey of rural indelitedness in 
the whole of the Province of Delhi and Ajmer-Merwara 
with the exception of the Istimrari villages in the latter. 
No general survey was undertaken in the North-West 
Frontier Province as the Icx^al administration deprecated 
it on the ground that it was likely to cause misundferstand- 
ing and excitement among the general population. For 
the purpose of these surveys, we issued three forms,* A, B 
and C. All the three forms were to l)e filled up for each 
of the vilHiges sel«;ted for intensive survey, while the exten- 
sive survey of indebtedness was covered by forms B and C. 
These were distributed to the village officers through the 
local administr^ions along with detailed instructions for 
filling them up, issued by the Indian Economist on our Com- 
mittee. The forms were also explained verbally to the 


Bask Com. 


Not pttblbhiKi. 


B 
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revenue staff by members of the Committee during the 
course of their visits to a few of the selected villages in 
each province and to the f becking officers, whase sendees 
were placed at tlie disposal of the Committee by the local 
administrations, during the course of tlieir personal dis- 
cussion with the Indian Economist fronj time to time. 


f). Our work lay in three scattered areas, each under a 
separate administration , and the conditions in each area 

, „ . , ne( essarilv called for separate examin- 

DifTicult jes, I'tc, ^ • X’ . . ' £• 

atJon ISo .systematic surveys ot 
economic conditions ap|)ear t.o have Ir'cii held in tliese areas 
in the oast. With tlic solitary exception of the District 
of Peshawar in the North-West Frontier Province, nowltere 
have settlements taken place recmitly. 1'he forms relating 
to the general and intensive surveys took a long time to 
eomplete and the time limit we fiad laitl down coidd not 
Ik; observed hv the hsal oilicials eoiuerned, [)artly owing 
to the rather intricate nature of tlie work and jmrtly owing 
to their other equaHy important lo<al jin>-oeenpations. 
Some of the forms were reeeiveil as late as the I7th May 
19d(h M’Ik* statistics relating to joint stock hanks that we 
have been aide to eolUn t are rather meagre, the reason 
being that jiraetieally all the hanks operating in the.se areas 
have their head offices in other provinces and very few of 
them were willing to supply any information which might 
disclosi' the nature ind volume of the hna! husine.ss. 
Statistical information on many other important points wa.s 
also very difficult to get The annual dcfiartmental reports 
in the Centrally Ailministered Areas ilo mtt publish the 
statistics which are readilv available for ma jor provinces. 
Even some of tlie all India reports furnish no separate 
figures for each of the Centrally .Administered Areas. 
The head-quarters of some of the (lovernment Departments 
w'orking in the [irovinces are in some eases outside their 
U^rritorial limits; and even wdam the required information 
was available, considerable time had to be 8}>ent in corre- 
spondence with all the officials concerned, to procaire it. ■ 


10. Before concluding this chapter we desire to place 
oa record onr grateful acknowledgment of the facilities we 
, . w^ere ungnidginglv afforded bv the 

Ackn.wU^gmencs, AdministrStions in the piWu- 

tion of our enquiry. In particular, we owe cordial thanks 
to the Heads of the Revenue Departments in these Areas, 



their Revenue Asi^i^tants and the sidx)rdinate revenue 
agency, for carrying out the general and intensive surveys. 
We are also indehteil to those orti< ials and non officials who 
have given us the IxMiotit of their evperieiKe aiul know- 
ledge of hxal conditions hv furnishing menioranda in n's- 
ponse to our questionnaire or l»v apjH'aring as witnesses 
l)ef<»re us or hy supplying .such information as was called 
for. 

To Mr. V K. Arvamudha Ayangar, t'.l.K., Secretary 
of the Indian (Vntral Hajiking Kmpury t‘(*mmitt*'e, we 
owe s[)ecial thanks foi tin* help he has given us in the 
course of our enquiry. His pi-esence at our meetings in 
IVshawar and Delhi was (tf great value to tlie t’ommitte*>. 
Our thanks are also due to Nawah Sii' Sahilizada \hdnl 
Qaiyum, K.C.I.K., M.L.A.. a rnemlx'r of the Indian 
{'cntral Banking Enquiry t'ommittee, for attending, by 
invitation f)f the Chairman, some meetings of our 
Committee at i’eshawar. 

'I'he Committee desires t(» record its cordial aj){)recia- 
tion of the valual>h‘ assistamc which wa.s extended to it l)y 
the co-opted memlxu'S, particularly by Lala Shri Ram, the 
co-o})ted meml>er for Delhi. 

'I’he Chairman, while thanking all his colleagues for 
the interest and zeal they displayed in the course of the 
enquiry and for the spirit of co-operation and harmony 
which cliaracteriscsl the |>roce<‘dings of the Committecy 
wi.shes to acknowledge with thanks the assistance he has 
received from Mr. H. E. Chablani, the Indian Economist 
on the Committee, who has brought his remarkable ability, 
technieal knowledge and industry txi hear on the ('onqiletion 
of the Committee's onerous task. The brunt of the work 
fell to his lot and the Chairman has no hesiUition in 
testifying to his ungrudging lalxcur on Icehalf of the 
Committee and the smcess with which he lias acquitted 
himself of it. A word of [U'aise is due to the Secretary, 
Mr. V. S. Marballi. who has carried out his duties 
efficiently and to the complete satisfaction of tlie Com- 
mittee. Finally, the hard work the office stafT, headed by 
Kanwar Sardar Singh, Superintendent, has put in is alsij 
highlv commendable. 
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CHAPTER II. 


0««©ral detcripUoB — 

(a) North-West Fron- 
tier PrOVlIMMS. 


Special features of the Areas. 

11. The districts of Peshawar, Hazara, Kohat, Bannu 
and Dera Ismail Khan formed part of the province of the 

Punjab until 1901 when they were con- 
.stitnted into a separate administrative 
unit called the North-We.st Frontier 
Province under a Chief Commissioner. 
The total area of this province is 13,419 square miles. The 
Chief Commissioner, as Agent to the Governor General, 
exercises jxilitical control over the transborder tribal terri- 
tory covering an area of 25,500 square miles. Of the five 
settled districts, Hazara is, for the most part, a hilly tract 
with a fertile plain towards the south. Peshawar and 
Bannu are fertile plains encircled by hills and are well 
irrigated and highly cultivated. Kohat is a rugged table- 
land broken by low ranges of hills, its valleys are fertile, 
hut the soil is thin and poor in the hills. Dera Ismail 
i<han is for the most part a barren desert and ilepends for 
irrigation on torrents flowing from the eastern slopes of 
the Sulaiman Mountains during the rainy sea-son. 

With the constitution of Delhi as the capital of India, 
the Delhi 'I’ehsil, w’ith the Maharauli Thana of the Ballab- 

garh Tehsil of the old Delhi District, 
was formed into an Imperial Enclave 
in 1912 under the administrative control of a Chief Com- 
missioner. In 1915 the Shahdara tract, c-omprising 4fi 
villages on the east bank of the river Jumna, was trans- 
ferred to Delhi Provim'e from the Meerut District. The 
Jumna intersects the Province from north to south, and 
between it and the line of low hills on the w'est stretching 
southwards from the present city, are situated the ruins of 
the six ancient cities of Delhi interspersed with many old 
and historic monuments. The area of the province is 582 
square miles and the numlier of villages is 363 of which 
295 are occupied villages. The banks of the Jumna river 
are low and the river generally shifts its course in its wide 
bed. The western part of the province is oc'cupied by the 
Najafgarh jhil (lake), a vast depression which collects water 
from the drainage of the canal tracts and the flow from the 
western slope of the Delhi hills. The rest of the country 
consists of a sparsely wooded fertile upland plain. 


(*) Delhi. 
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The Proving of Ajmer-Merwara occupi^ tlie centre 
of tn© group of Indian States, known collectively as Rajpu- 

(c) AjBi«r-M«rwar». Ajmer was ceded to the British 

. ^ ^\V the Sindhia of the time at the close 

of the Pindari War in 1818 and was administered sepa- 
rately till 1832 when it was transferred to the then Nortli- 
Western Provinces, of whicli it remained a part until its 
formation into a separate province in 1871 with the dis- 
trict of Merwara added to it. Merwara came under Bri- 
tish influence in 1818 when it wa.s an inificnetrahle jungle 
inhabit^ by outlaws and fugitives from the neighlnniring 
States into w'hich it forms a wedge. It was made up of 
three portions, British, Marwar and Mewar. but the 
people who lived by plunder and rapine acknowledged no 
authority except that of superior force. 'I'his intoTerable 
stole of affairs could not continue indefinitely, and with a 
view to put an end to it, the British Government took over 
in 1824 the portions belonging to Mewar and Marwar by 
entering into engagements with those States. 4'hese trea- 
ties were renewed from time to time and the trat't is, to 
all intents and purposes, British territory. It remained a 
separate administrative unit till 1842, since when it began 
to he administered conjointly with Ajmer. Both, how- 
ever, remained as separate clistrids till 1914 when they 
were amalgamated into one province. 

The arciJ of the provim*e is 2,711 square miles and is 
divided into three tehsils, Ajmer, Beawar and Todgarh. 
Ajmer is an open plain, sandy in })arts and studded with 
hills while the other two tehnils are mostly hilly. The soil 
is generallv shallow and is com})osed of a natJiral mixture 
of stiff yellow loam and sand. Alluvial soil is found only 
in the beds of tanks, and clay is rare. 


12. The table l)elow shows the total area cultivated an<l 
the area under irrigation in the three provinces in 
CxiltiTaiion and Irriga- 1927*'28 : — 
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The North-West Frontier Province has two seasons of 
rainfall, the monsoon and the winter. Both are precarious 
and not infrequently either the monsoon or the winter 
rains fail alrnost entirely. The average rainfall is 
45 inches in the Hazara District and ranges between 11 to 
16 inches in the remaining four districts. The province 
depends largely on artificial irrigation, the area depend- 
ing on canal irrigation alone l)eing more than one-third of 
the total area sown. 


Tn Aimer-Merwara the rainfall is precarious as it lies 
outside the full influence of both the north-east and s^)uth- 
west monstxms. Its frequent failure renders the province 
liable to scarcity and famine. The annual rainfall aver- 
ages 20 inches and most of it occurs lietween .T\ine and 
Septemlx*r. The province is irrigated to a large e.xtont by 
wells and artificial tanks. 


1'he normal annual rainfall in the Province of Delhi is 
27 inches, of which 24 inches fall in the summer months 
and three in the winter. The main source of artificial 
irrigation is the Western Jumna (.’anal which enters near 
Narela on the northern l)oundary and gradually converges 
towards the river at Delhi. 'The headworks of the Agra 
Canal, which takes off the Jumna at Okhla, 8 miles south 
of Delhi, are located within the province, but no portion of 
it is irrigated by the canal. The Eastern Jumna Canal 
waters a portion of the Shahdara tract on the east of the 
Jumna river. 


13. The pojnilation of the five British districts of the 
North-West Frontier I'rovince according to the census of 

1921 was 2,294,263 of which 1,488,229 
opn ation. cent, was returned as i^ri- 

cultural. The table below shows the number per milte of 
the total population supported by the different occupations 
falling under each of the classes named therein: — 


Oc<mjMition- 

A. — Aunt nit uraL pnMorftl «nd miniiifi!; — 

Exploitatiou of animtik and vegetation . 
Exploitation of minerals 

B. — Industrial 

C. — Commercial — 

franaport 

Trade 


Populatiaa 

supportfd. 

656 

•2 

126 

17 

63 



Occupy liulu 


11 


fopuUtioii 

D. — Proftm.^iorial. incliidtiig jiublic adminUtration^ 


libonil arts and miscr^lUnoouii — 

Public ion.^ ....... 40 

Ptibiic administration , 12 

I'^o^«^s^onH and liht»ral art« .... 33 

Pt^rson> living; on their income ... 4 

IKnufstif MO V in* ... ’d 

Inauflficiently described ^ . 24 

Unproductive . . . . . . 11 


The (leiisity of population for the Hritis]] Distrietn per 
square mile is lOS and is heaviest in tlie Hazara District, 
20s j:)er square mile, and lowest in the Dera Ismail Khan 
District, 7") per square mile I'lie pressure of the popu 
hition on eidtivaied area is a I,') per square mile for the pro- 
vitue as a vvht>le. 

in A jnu'r -MtM'wara tlu' census of 1021 returned a popu 
lation of -10.“). 271 of which 52 {)er eenf. was agrienltiiral . 
Rajputs are the principal landholding class and mjml)ered 
13,771. Among the cult ivator classes the Rawats (.53. 280). 
.lats (25,800) and Malis (13,170) are the most numerous. 

The talile ladow shows tht' mimlH-i' />> r m'lh' of the total 
population actttrding to tl»' difl’erent o(c u pat ions 

PfipuUtiun 


( k- «ii)»}Kjrt-i'd 

per mtih . 

A. \ki KulUir.d, pastiu.ii and iiiinmu; 

Kxploi tat loll of aiumaliH jtmi vrj.r.ctaticu . 520 

Mining 3 

H, Industrial . . . 151 

(k -C'ornnicn ial- ' 

Transport ......... BS 

Trade SO 

1). " -Pr<>f<^8ional , including public iidministt ation , 
liHt'rnl nrt« iin<i niisr»dlancou8 

Pulrhc force ....... IT 

Public adiifinintration ..... Ui 

Profession** and hlicral , , . . . 45 

PersoiMi living on their in<-oine . . 4 

Donieatic! servii c ....... 2B 

Unproductive 

Other {i nan file iently described e<x‘U(>ation8| . 2*/ 
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The mean density of population per square mile was 
183 for the province and per square mile of cultivated area, 
385. 

According to the Census Report of 1921, the |X)pu- 
lation of the Delhi Province was 4,88,188. The popu- 
lation of the Imperial Capital under Municipal and Can- 
tonment administration wa.H 304,420. The small town of 
Shahdara (6.355) and three large villages, Narela (4,W5), 
Najafgarh (3,945) and Mahrauli (3,871), are officially 
known as Notified Areas and are admini.stered by small 
committees. The remainder of the fiopulation, viz., 
164,952, is rural- The mean density per square mile 
is 823. The rural distribution is 323 to the square 
mile and the density per cultivated area, 552. 

The table lielow shows the number per viille of the total 
population su{)ported by the. different (xx upations : — 


OocujMiiion. 


Population 

ffupported. 

'“Agricultural, pastoral iiiul mining — 



Exploitation of rJiumil ami vAg*‘tat!ou 


201 

Mining 

. 

2 

-Inclu^trittl 


3m) 

Conmuo'c'ial 

Transport 


61 

Trad© 

. 

166 

Profiimional, including public adinini»tration, 

lilwral arts and iniaocllanoous - 


Public fore© ..... 


20 

Public Bdniirii.stration , 


\S 

ProfesHftious and liberal arts 

... 

U 

Peraona living on their incoma , 

. 

9 

Domestic acrvii'o . 


48 

Unproductive ..... 


12 

Other (inaufficitintly do»cnl>ed occupations) 

41 


The proportion of workers to the total population 
according to the census figures is 37 per cent, in the 

North-West Frontier Province, 41 per 
Proportion of •cta»i cent, in the Province of Delhi and 59 
wwkor* to toul popuU- Ajmer-Merwara. The 

tables below give the figures of the 
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total population and the number of actual workers' in the 
villages m which intensive survey was conducted : — 

North-West Frontier Province. 


Clussificatian of workers. 




No 

or aooynj. 

No or riKNONs wohkiku. 

ITanM* of 

Tillaffva. 

Total 

No. of 




la their t 

In the 

Total 

N uinbci 


Male*. 

KeinaJc^ , 

Total. 

OWB ‘ 

flrW» ; 

flihl of 
olhei-s. 

1. Choiokant 

,’1.300 

1 .008 

OHO 

1.994 

S56 

IIJ 

468 

Ji. Pabbl 

3.440 

020 

1,009 

2,02H 

327 

231 

558 

a. Sliatxiadar 

2.«1S 

t*42 

601 

1,603 

312 

34 7 

659 

4. Mayar 

3,717 

1.0t)4 

1,106 

2.170 

316 

22 H 

544 

5. Manki 

2.500 

H.55 

730 

I..585 

2r>6 

337 

593 

Lachl Hala 

1.511 i 

522 

174 

996 

HIO 

IHO 

990 

7. l(ai]Lg<w» 

I 5tt'i 

521 

6U 

1,032 

502 

19 

621 

8. litliiUng 

2.1 Ha i 

5m» 

440 

1,039 


4 40 

440 

9. Dhatntour 

4,021 

1.343 

1.194 

2,537 

354 

36 

390 

10. Panomlheri 

5V»U • 

220 

18! 

410 

314 , 

51 

865 

11. Kul XajlbuUa . 

4,3dH ' 

1.322 

1.257 

2.579 

201 , 

lot 

, 802 

1^. (^horiwala 

4.73H ; 

1.3T2 . 

1,420 

2.792 

i il90 , 

875 

' 765 

13. !^habl>aEk)irl 

2,OT2 ‘ 

fter. 

591 

1.256 

221 ^ 

416 

i 637 

14, Futah 


i»3 

IM 

334 

44 

1«6 

160 

15. MU4di 


710 

72M 

1.444 

1 19.5 

300 

501 

Id, tiul liuatn 

i,«a.5 

,504 

501 

l,tH>5 

1 173 

191 

304 

Totil 

41, a 15 j 

12.7T4 

12,2<MI ' 

24,974 

5,211 

i 

3,066 

i 6.277 


liaUo of workers to total ^>pulatioQ 2(K} ; KXM). 
Hallo oi Workers to total adult (Hiipulatiou li.il : HKdi. 


Delhi. 

Classification of tcorkrrs. 



; 

No 

or 4 i>(:uH. 

No. or 

er.fowtNs w 

ORkIKO. 

Name* ul the 
villages. 

Total 

No of 
pcrsoiLs. 

Males. 

Females, 

Totnl 

In their 
own 

In t he 
flehl of 

Total. 

1 . Jhlngola . 

124 

43 

30 

73 

KdtI. 

: 

47 

Othei^i. 

6 

55 

2 . Akb^pura 

230 , 

60 


136 

6 H 

34 

102 

Ma|ra, 

3 . Stohamuiadpur 

260 

62 

77 

159 

KH 

44 

182 

AUlri. 

4 . Nang^i »ay>iMl 

273 ■ 

78 

67 

165 

50 

17 

67 

6 . DeoRala 

135 ' 

44 

34 

7H 

^ 12 

; 3 

15 

41 , Naoi^l Hatcra* 

427 

16.5 

144 1 

j 309 1 

1 177 


177 

vati, 

7 . Jafarpax Kalaa . 

369 ' 

92 

96 ^ 

! 187 ^ 

! . 122 

34 

156 

». Rajpur Rburd 

227 ; 

HI 

59 j 

, 140 

i 108 


106 

9 . Jattapax , 

562 ) 

172 

146 

1 818 ; 

i 1 

! ” 15 

159 

10 . fthahpttf Jat 

903 


244 

&30 

2 #I 6 

26 

814 

11 . lla«itoM{»th . 

354 

115 

XWi ; 

220 

' 62 I 


66 

12 . Haiix Hafil 

616 : 

169 

175 1 

344 

i 101 i 

36 

18 * 

13 . llalttpttra 

619 

m 

ISO 

245 

160 i 

15 

196 

14 . Sllampar . 

m 

106 

104 i 

5 

210 

74 j 

i 23 

97 

Torat . 

S-Mlj 

1 , 6 $S < 

i 

1.476 1 

S »114 

1.616 1 

1 268 

1.769 


Ratio M trorlten to total pop«Uiloii «• SSS : 1000. 
aaHo of vorkcrt to total adirtt |Ntoalatiofi««< 50« : 1000. 
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Ajmer-Merwara. 

Cla.ssificatioTi of ivorken^. 


i 


NT 

(. or Ar»rtT8 


No. or PKftBO?«6 W 0 RKI 8 U. 

t 

Namciiof the vUlagc&. 

1 

s 

Totnl 

No ol 

iH-fiiom*, 

Malr*. ! 

1 

Fenna!* ’k. 

Tot a 

In their ! 
<iwn \ 
fields, ! 

in the 
field of 
others. 

Total. 

1. atipuagar . ! 

OiMt 

208 ■ 

1 7^ 

3H6 j 

4 

3H7 ! 

} 

40 

427 

T Ijtvr-ra , . 1 

;uo 

'-“i 

103 

1 

2.32 

• 5i j 

50 

201 

3. Halad . . | 

591 

171 

17.3 

34* 

126 : 

h8 

214 

4. R«r 

i<u’. 

117 

116 

233 

162 

7 5 

237 

6. liajUwaA . 

1,0)6 

327 

350 

677 

, j 

21 

COl 

6, Cltat 

165 

. 

4H 

109 

64 ! 

20 

84 

7. Nay ran . 

649 

1H.'> 

205 j 

39(» 

239 

73 

312 

«. Magftf 

720 

240 

2o:i 

44.3 

620 , 

:t8 

6,58 

9. Harana . . j 

.V2.5 

161 

167 

32H 

146 

9.3 

230 

10. DanMaryau . j 

.V29 

1.50 

133 

2’*3 

3.56 

6 

362 

11, Makrcra . . 1 

^92 

30(4 

295 j 

595 

297 

161 

4 58 

12. flAghaiiA . 

fil5 

199 

193 

392 

553 

14 

567 

18, Rawatmal 

4 12 

146 

143 

‘JMp 

2.59 

26 

285 

li. JnsHaatptira 

247 

:h 

71 

149 

ill 

.56 

167 

15. Hunod 

1 ,0H5 

1 

334 ! 

3.5(1 

684 

4.57 

12H 

■4 8. 5 

16- lianjarl 


202 

206 

4 OH 

316 1 


S16 

17. iibaawaiipura . 

2 79 

103 i 

H4 

IH7 

1 175 i 


' 17.5 

It*. Dahl 

4 72 

176 

1 160 , 

3,36 

j 265 1 


265 

19 SHniultan . j 


j 113 

H3 1 

226 

j 186 1 


186 

£0. KckrI . . 1 

i 

3,. 865 

1/233 

1 1,323 

2,. 5 56 

i 1 

j 9H3 1 

7 OH 

1.746 

1 

Totai. . 1 

14.432 

i 4,633 

j 4,614 

9,2 4 7 

S 

6,433 

1.652 

H,0S5 


RAtioof «'i[>rkfr« lo totAl iko^tiilntlon f>53 l(HM). 

UAtio of worluTM to totul inhilt rntpulnf ioi) H74 : HHMi. 


On tlio l)a.sis of these investigations the proportion of 
actual workers to the total population is estimated at 20 
per cent, in the North-West Frontier Province, 33 per 
cent, in the Provinc'e of Delhi and 56 per cent, in Ajmer- 
Merwara. The proportion of actual workers to adult 
population is 33 per (>ent. in the North-West Frontier Pro- 
vince;, 59 per cent, in Delhi and 87 per cent, in Ajmer- 
Merwara. 

In jx>int of literacy, the North-West Frontier Province 
is the most backward anvong the Centrally Administered 

Areas. Of the total population of 
2,294,263 in the five settled districts 
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of that Province at the census of Ift21, only 4-3 per i-ent. or 
98 450 persons were literate, of whmn 20.481 were literate 
in English. In Ajrner-Merwara, 10 f)er c-ent, or 49,762 
f^rsons out of a total ]>opulation of 495,271 ii\ 1921 were 
literate, of whom 9.905 were literate in English. In the 
Provint'e of Delhi, out of a total population of 488.188. 
only 10-7 }>er ivut or 52.458 persons were literate, the nuju- 
ber of per.sons literate in English Uung 16.087. 

14. The land tenure in the North-We.st Frontier i'n>- 
vince falls under three main classes, zamindnri , pdttidaii 
, , „ ‘"''I hhairhara . d'he first two refer 

I ©nun? — ^ i i i i 

(«) X w. F. Proving ti'^^tatcs held as a single unit or p(»r- 
tions ref iresen ting fractions of a single 
original share, and the last to estates held in separate jior- 
tions rejiresenting no frac tional [lart of tlu' whole. Of the 
two, the latter is im*re eoinmon. (Jenerally speaking, the 
village WHS originally owneil hv one firoprietor whose des 
cendants i-ontinued to hold it jointly on a lonnnunal 
zonnndari tenure When the branches of the family parti- 
tioned off their shari's, the te^nnre lieenme incomplete patti 
dari or divisional, if some land, usually grazing lainl. was 
left eonimoii. When fnrtlu'r alienations took filace, until 
no common land remained and the ineasme nf right was 
tlie individual liolding, tin* tenure lieiame completi* 
bhdichn r<i. 

The persons entitled to the pnidiice of land are (I) firo 
prietors, who include M(dik<in I (^htbzn , i e.. owners who 
„ own no .share of the shnvdnt or village 

ProprielorK , , i . \ 

(‘nriiinoii laiHt aiHl (2) UMianls wIki are 
divided into occiipamy tenants and tenants at will. 

The profirietary right is soinetimeh divnled into 
superior and inferior The .siifierior firoprietor takes a 
share in cash or in kind and generally has nothing to do 
with the cultivation. I’he inferior firoprietor is often the 
actual cultivator or he may have tenants niuler him. 


ProprielorK 


Malikan-i-Qnbz/t , or proprietors f»y right of poswjssioii. 
have normally acquired thoir right hy pnrehase, hut a 
share in the village common land is sfieeifit'aHv excluded 
from the area .sold. Unless a deed of transfer specificallt 
mentions a share of ciimmon land as having l>een trans- 
farred, the new' owner is entered in the revenue pa|>ers as 
owning no share in the village common land, ij\, ns a 
Malik-he-Qahza . Inferior projirietors and (Keiipancv ten- 
ants have often derived their rights by bringing new and 
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under cultivation. The area subject to the dual control 
of superior and inferior proprietors is inconsiderable in 
the Peshawar, Bannu and Hazara Districts. There is a 
special kind of tenure in Kohat. Prior to the annexation 
of Teri, the Khan of Teri enjoyed a semi-independent posi- 
tion since Mughal times, paying tribute to the sovereign for 
the time being and realising from the tribesmen the state 
share as well as the feudal dues and services due to him- 
self. Since the annexation, his status has been altered 
and the Khan is now a superior owner entitled to receive, 
in return for a quit-rent paid by him to the Government, 
the revenue assessed on the Teri Tehsil, together with cer- 
tain other dues sanctioned by Government, viz., grazing 
fees (tirni], house tax on non-agriculturists {hulia) and a 
tax on wood cutting {knlhari). In Dera Ismail Khan 
inferior proprietors generally represent the descendants of 
settlers who were attracted by the offer of liberal terms by 
the superior proprietfirs. In many cases these superior 
proprietors parted with the ownership of the land on 
receipt of an entrance fee and on a promise of an annual 
payment of malkidim. In son>e cases similar rights were 
transferred to st?ttlcrs who agreed to embank and reclaim 
uncultivated land. 

Occupancy tenants are sul)divided according to the 
manner in which the right of (K’cupancy has lieen acquired. 

Tenants This light is hereditary on the condi- 

“ tions and in the circumstances laid 

down in sections 5, 6 and 8 of the Punjab Tenancy Act, 
XVI of 1887, and is transferable under sections 53 to 60 of 
that Act subject to the landlord’s claim to pre-emption at a 
market value fixed by a Revenue Officer on his application. 
If an CK-'cnpancy tenant transfers his tenancy without 
issuing notice to tlie landlord through a Revenue Officer, 
the landlord is entitled to eject the tenant. The occu- 
pancy tenants are entitled to make improvements in their 
tenancies under the Act. Tenants-at-will are liable to 
ejectment at the end of an agricultural year on a notice of 
ejectment issued by a Revenue Officer on the application 
of the landlord and on payment of compensation for 
improvements assessed by the Revenue Officer. In some 
parts of the province the right of cultivation is sometimes 
mortgaged to a tenant-at-wnl and in such cases he cannot 
be ejected until the mortgi^ debt is j)aid. The Hazara 
Tenancy Regulation of 1887, which is in force in the 
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Hazara District, principally relates to the conditions nec- 
«88ary for the acquisition of the rights of occupancy. 

The Government is the owner of about 8 per cent, of the 
cultivated area consisting of estates founde<l on waste 
lands, or accruing to it by lapse or escheat. These are 
generally let out on lease on favourable terms to man with 
local innuence or with claim to the consideration of Gov- 
ernment. 

According to the census of 1921 , there were in the pro- 
vince 241,610 land-owners, i.e., those wliose holdings were 
cultivated by tenants and peasant proi^rietors, and 239.026 
tenants. 

The Punjab Land Alienation Act is in forc'e in the 
North-We.st Frontier Province. 

Land tenures in the Province of Delhi are generally 
the same as in the North-West Frontier Province. The 

status of the tenants is governed by the 
‘ Agra Tenancy Act, T of 1901 in the 

Shahdara tract, and the Punjab Tenancy Act, XVI of 1887 
in the rest of the provinc'o. The (x-cupancy tenant is 
usually in a .strong position, often paying no rent Ixjvond 
the land revenue and cesses, and consecpiently regards him- 
self as owner. 1'he rent which he is lial)le to pay may be 
enhanced or reduced in accordance with the rules under 
the Punjab Tenancy Act hut so long as the a})pointed rent 
is paid the occupation of the tenant cannot he disturbed. 
Tenants-at-will cannot be ejected .save after issue of a 
notice through a Revenue officer, an opportiinity l>eing 
given to them to contest their liability to ejectment or to 
claim compensation for permanent improvements as a I'on- 
dition precedent to the lelinquishinent of land. The size 
of an average holding of lK)th (X‘< \jpanc\' tenants and 
tenants-at-will i.s just under two acres. 

Two other forms of tenure are in vogue in the province, 
viz., the sardarakhti and mnkhttz/i. The former is applied 
to gardens where the tenant is owner of trees and canrmt 
be ejected until he has been paid compensation for them, 
he being for practical purposes, a tenant-at-will, the mag- 
nitude of whose improvements prohibits his ejection. 
Makbuza is the tenure by which the State or public bodies 
take possession of land for public purposes. The tenant 
in such cases takes the land with the consent of l.he land- 
owner and returns it when no longer required without any 
charge to the owners. 
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The census of 1921 returned 977 persons as receivers 
of rent from agricultural land and 35,113 as ordinan* cul- 
tivators excluding farm-workers, field lalK)urer8, etc. 

The I’unjab l^and Alienation Act is in forc« in this 
province with the exce})tion of the Shahdara tract, where 
although its application has i»een siuictioned, the names of 
agricultural tri!)es have not l)een notified yet. 

The land tenures in Ajmer-Merwara 
(e) Ajmei aic (i) khuha, (ii) istimrtiri, (//?) ja(fir 

and mvnfi and (iv) h/uim. 

Khalsu. Until the introduction of the ifiafuavar .sys- 
tem in 1850. the tenure in tlie k/ialsa area was ryotrrftri. 
The State owned the land, hut allowed certain rights to 
tenants who had .s|)ent capital on permanent irnjerovements. 
This collection of rights gradually caiiie to he regarded a-^ 
pn>prietary rights, and since 1850 the State has ahan- 
doned its right of ownership over even unimproved land, 
reserving to itself the suj)renie right of jecovering land 
revenue. An exception to this lies in the State remain 
ing proprietor (*f tanks it has constructed, and owning the 
land in the hed of such tanks which is availalde in (ertain 
sea.sons for etdtivation. and the land (.ji the slopes of em- 
bankments. It reserves also all mineral rights in khdlsn 
areas and the <‘\clusi\e use and control of the water of 
all rivers and streams flowing in natural (hannels, of all 
natuial collections of water and of all tanks constructed 
by (iovernmenl 'I'he proprietary land of eac h cultivator 
is known as bisiraditri . and of this he is the absolute owner 
as he may .sell, mortgjcge or otherwise alienate it suVdect 
to the Alienation of the Land Regulation. A bisirndar 
may also Iccome the owner of common land which he has 
improved with the consent of a maioritv of the proiu-ietarv 
body. ■ 

Istim >'</ r. Tile istn/iniri lands were originallv jadirf- 
held on condition of military service and paid no revenue 
till the time ol the Marathas in 1755. when they were asses- 
sed under the denomination of mamlu or afn. In addi- 
tion to this they had to pay a numlver of extra cesses xvhith 
were discontinued in 1841 and the demand of the State 
was limited to the amount assessed by the Marathas. In 
1873 these assessments were deelared as fi.xed in perpetuity 
and the conditions otr wdiich the ist imrnrda rs were allowed 
to hold their estates were iiKX)r|x>rated in a mvad which 
was granted to each of them. 



The istimrardan'i are owners of the soil and all tenants 
in their estates are presumed to l>e tenaats-at-will until the 
eontrarv is pix)ved. The i.'>f imran/a rs enJo\' tertain pri 
vile^s in couneetion \vith eivil, oriniiual ami revenue pro- 
ceedings, and no det'ree for money against in L’^timranfar 
can l)e executed after his death, nor lan it Ive passed against 
any j>erson as the represt»ntative of a deceased istimmr- 
dtir. On the other hand no hstintrarthtr may jcemianently 
alienate his estate or any portion of it , nor may lie create 
a temporary charge or alienation for iiny term extending 
l>eyond his own life except as security for advances from 
Oovernment for laud improvements, etc. 'I'here is a sfH'cial 
enactment, /.c., the Ajmer 'rahikdar’s Loan KVgulation, 
II of 1911. which governs the grant of loans to indebted 
itftimrardars. The succession of istimrdrdnrs is governed 
by the rule of primogeniture. 'I'be ntrdars are ilivided 
into two classe.s (/) tuzimi and (ii) mm -to zi mi. the former 
iieing the arisUx nu v of A jmer-Merwara. 

Jnair and Muafi. 'I'be only distinction iH'twwn jaair 
and vinafi is that tlie former is umlersUKKl to compriw* a 
whole village or a share of a village w'bile the latWr a 
definite jiortion of land. They re|)resenf assignments of 
land revenue, or its wdiole or partial remi.s.sion. 

Tlie jagirdars ami rnna fidara have Ikhmi granted .'‘ointds 
cmlxxlying the conditions on which tlie grants are held by 
tliern. Until the year 1^72 the relative status of the 
dam and cultivators as regards the ownersliip of the soil 
Avas quite undefined. In that year those in j>oss<*ssion of 
land irrigated or irrigalile fiom wells or tanks, not con- 
structed by the ytairdar. were declared us owners of hucIi 
land while the jagirdfir was declared owner of irrigatcal 
land in which the means of irrigation had l>een provided 
by him and of nnirrigated and wa.steland. Aetnally the 
proprietorship of unimproved ami waste* land in jogir vil- 
lages is determined according to local custom in each case, 
the record of such custom lieing the trajib vl-aiz. 

lihmn . — -The hhum tenure is pcxiiliar to Rajputs and 
consists in a hereditary non-resumahle and inalienable 
property of the soil. The duties of the hhnmins w'eie 
formerly to protec't the village cattle from dac'oits and the 
proi>erty of travellers wdthin the village from theft and 
robbery and to indemnify pecuniarily the sufferers froni a 
crime which they ought to have prevented. This pec-uniary 
responsibility has been commuted into a .yearly quit-rent 



20 


under the name of nazranu and the bkumias have practi- 
cally become an armed militia liable to be called out for 
the suppression of riots or rebellion. The property 

? asses to all the children equally, except where a Raja or 
stimrardar is also a bhumia. 

According to the census of 1921 receivers of rent from 
agricultural land were 2,982 and ordinary cultivators, ex- 
cluding helpers in cultivation, field labourers, etc., 59,503. 

No information as regards the total number of proprie- 
tary holdings in the whole of the North-West Frontier Pro- 
vince is available for recent years. According to the Settle- 
ment of 1900-05, the average cultivated area per holding in 
the Kohat district was 4-8 acres and the average cultivated 
area per owner 5-3 acres. In the Abbottabad Tehsil of 
the Hazara District, the average cultivated area owned by 
each proprietor and cultivated by himself was, according 
to the As-sessment Report of 1906, 3 3 acres as against 
5-6 acres in the Haripnr Tehsil. In the Charsadda Tehsil 
of the Peshawar District over 84 per cent, of the total pro- 
prietory holdings were less than 10 acres, and 58 per cent, 
of the total were less than 3 acres, according to the latest 
Assessment Report for 1927-28. Similarly in the Swabi 
Tehsil of the same district, the j>ercentage of holdings less 
than 10 acres to the total was over 92 per cent , and cf 
those less than 3 acres alx)ut 63 per cent, in 1924-25. We 
have no up-to-date information as regards the number of 
holdings according to various sizes in the Province of 
Delhi. The total number of proprietary holdings in that 
Province is 25,898 and the average size of each holding is 
12 acres, of which 8 acres are cultivated. The average cul- 
tivated area per holding varies from 4 acres in the 
Khandrat Circle to 15 acres in the Shahdara Circle. The 
total number 6f proprietary holdings in Ajmer-Merwara is 
18,903 of which 14,323, or nearly 76 per cent., are below 
10 acres, of which again 5,581, or 29 per cent, of the total, 
are below 3 acres. 

15. In the North-West Frontier Province the kharif 
crops are sowm from May to August and reaped between 

September and December, and the 
rabi crops are sown from Octeher 
to January and reaped in April or May. The sys- 
tem of cultivation varies greatly. In Hazara uie 
cold mountain ranges produce only the autumn crops while 
the rabi is the chief harv^t of the plains. In the highly 
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irri§;ated tracts, whether plain or valley, the best lands are 
cultivated twice a year for years tc^ether. Even inferior 
lands often bear two successive crops followed by a year’s 
fallow; but in the plains of Dehra Ismail Khan wbi^ are 
mostly watered by embankments and where land is very 
abundant, the people prefer to leave their land fallow for 
two years out of three. The principal crops are maize 
and hajra in the cold weather, and wheat, barley and 
gram in the spring. Rice and sugar-cane are largely 
grown in the irrigate lands of Peshawar and Banmi Dis- 
tricts, and the well and canal irrigated lands of Peshawar 
District produce fine crops of tobacco and cottf)n. Rotation 
of crops is not uncommon. Crops such as wheat, cotton, 
tobacco, which are c'onsidered e.xhausting are followed by 
clover, maize, barley or some other recuperative crop, the 
residue of which is ploughed into the soil. The total area 
sown in 1927-28 was 2,568.582 acres and the total area 
harvested was 21,30.333 acres, or 83 i)er cent, of the total 
area sown. The total area of irrigated crops during the 
same year was 948,928 acres, representing 37 per cent, of 
the total area sown. Wheat is the most important cro}) 
of the Province and represented 39 per cent, of the total 
area sown in 1927-28. Gram, which is a very important 
crop in Kohat, Bannu and Dehra Ismail Khan Dis- 
tricts, occupied 9 i)er cent, of the total area sown, barley 
6 per cent, and maize 19 j)er cent. 'Fhe acreage under 
rape-seed was 121,365 and chillies alwut 20,000 in the 
year 1927-28. 

In the Province of Delhi, the total area sown for the 
Mari/ crop in 1927-28 was 1,27,381 acres, of which 6,292 
acres failed, and for the rabi crops 1,42,838 acres were 
sown, out of which 15,881 acres failed. Bajra, gram, 
wheat and barley are the principal crops. Sugar-cane, 
oilseeds, cotton and maize are grown to a considerable ex- 
tent. Rice and millets are also grown but the crop is negli- 

f ible. In the neighbourhood of the city, vegetables and 
ruit, for which the city has a large demand, are cultivated 
on a considerable scale. The cultivation of melons, cucum- 
bers, etc., in the river bed is a speciality and yields a good 
return. 

The principal crops in Ajmer-Merwara are maize, 
jowar, barley, cotton, oilseeds, bajra and wheat. Sugar- 
cane is grown in the Pushkar valley and fruit and vege- 
tables in the neighbourhood of the towns. The autumn 
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crops are generally sown in July and rea{>ed in October and 
November and .sf>ring crof)s are howm in Octoljer and reaped 
in March or April. Heavy inamiring is required owing 
to the pcx)r quality of the soil and the exhaustion of irri- 
gated lands whiib are frequently crop}>ed twic-e a year. 
In 1927-28, 79,033 acres were .sown for the rabi crop of 
which 1.519 acres failed and 134,788 acres were sown for 
the kharif crop of which 46,144 acres failed. 

'I'he net area actually sown in 1927-28 wtus 2,222,846 
acre.s in the North-West Frontier l^rovince, 217,856 acres 
in tlie Delhi I’roviiice and 361,885 acres in Ajnier-Mer- 
wara. I'he talde 'oelow gives the total yield and value of 
the principal crops; -- 


Kiittire** of^ybdd nttd vnlin In 



XOKTH-WIKT FKONTFKR 
PHOVlXt K. 


Delhi. 


AJMKK MKRWA.1U. 

4 'rofw. 

^ b hi 

1 l»rire 

1 IHT 

lunund. 

Value. 

VlHfl. 

Prb-C 

IM-r 

tnatind 


Value 

\>ld. 

l*rlce 

per 

inautul. 

Vttlu« 


M<U 

' K8. a. c. 


Mda. 

R8 a 

r. 

HU. 

Md». 

K8. a. 1’ 


Wheat . 

4,383 

4 6 6 

10,312 

517 

5 

4) 

0 

2,585 

40, H 

5 D* 4 

2.303 

Ilariey . 

1,4 J 

1 

4,317 

163 

3 

10 

4) 

5'.i1 

4181 

3 13 11 

J.896 

Jawin' 

245 

j 3 6 <» 

827 

245 

4 

12 

41 

1.164 


4 4 4 

466 

liajni 

:i8l 

I 3 14 6 

l.iH8 

272 

4 

4 

6 

1 . 1 65 

82 

4 13 O 

305 

MaUe . 

6.152 

j 3 H 6 

21,725 

27 

4 

4 

4) 

115 

272 

4 on 

1.104 

Uraui 

73.5 

1 3 Id 6 

2,626 

100 

t 

2 

4) 

1.238 

136 

4 14 

555 

Jlnw augnr 

1,715 

>706 

12.005 

101 

5 

8 

4) 

1.051 




Kapr ami and 
nuiMaid. 

245 

1 6 0 O 

1.470 

27 

8 

8 

0 

2:44> 




PuHitn . 

54 

n 6 0 

614 

27 

11 

8 

0 

•111 

.'5Hl 

Jl 8 10 

4,357 

Total 


j 

64.t9>4 

1,766 j 




8.4:8) 

1.87)s ' 



11.076 


16. The cost of cultivation txanprises the labour for 
ploughing, .sowing, irrigating, weeding and harvesting, 
, etc., purchase and feeding of bullocks, 
ot implements, seed and manure, 
and sinking or repair of wells, and water-tax, if any. As 
the majority of the holdings in these Areas are small, the 
cultivator and his family themselves provide the manual 
labour, outside labour l>eing employed, if necessary, during 
harvesting, which is usually paid for in kind. In 1923 die 
Agricultural Officer, North-West Frontier Province, madle 
■detailed enquiries into the.c'ost of oultivaion of the different 



kinds of crops in the Peshawar Tehsil and estimated 
that the e<^t of cultivating one jarih. or two fifths 
of an acre including rent and land revenue, for chillies 
was Rs. 7d-8, the outturn lading 8 maunds of t hiHies, for 
sugar-cane, sufficient to produce 16 maunds of <jftr im-lud- 
ing cost of making aur. Rs. 143-12; for maize Rs. 31 2. 
for wlton R.s. 28-4; and for wheat Rs, 43-6, the yield Ixdng 
8 maunds of maize, 2 maunds of hi pas and 8 maunds of 
v/heat, respectively. According to another estimate made 
by the same officer, the inist of cultivating one jarih, in a 
holding of 11 ja ribs of rich irrigated land in the IVshawar 
District by following the Ix'st rotation, r/^., sugar-cane, 
chillies, wheat, maize and clovtu', following one another in 
the order nanwHi, wa.s Rs. 846 for thnx* years, which is the 
period covered Iw tlie rotation. In the estimaU* of cost, 
the lal)Our of the cultivator is charged at 16 annas a day. 
that of his son at 8 annas a day and of his wife when 
engaged in jiicking chillies, etc,, at 6 annas a day. The 
gross return during the three vears was estimated at 
Rs. 1,290. 

The talile given ludovv gives the cost of cultivation per 
acre and jier plough excluding land revmuu* and rent, 
actually imurri'd Ity th(* cultivators iii 11 ‘ of tla* villages 
of the .\orth West i'rontier I’rovince s«>le( ted for intensive 
survey 

.\ o K I n \\T: s I I*' u o n 'n k n I ‘ lo ) v i \ < ■ k . 

('os( t)f rnld rat i/)ti . 


Villages 

Trdal 

CtWt oj 

t ultlvnffd ( tilt iv At ion 

t mt jiM't 
acre of 

.No of 

K ost o| 
t uliivrtii 4>n 

urea. excluding 

cult iv aicd 

plollgllH. 

per 


bind It venue 
und rent. 

MTini . 

piouglo 






At res . 

io«. 

Hn. 


IH 

1. HlkAlriDniAr 




862 

18. ‘ton 

22 -.'I 

73 

260 1 

2. I-Acdlj 




2,148 

20,422 

9 5 

135 

151 27 

8. Mftngw 




643 

1<».417 

no 

133 

7H 3 

4. iumunf; . 




l.T.I.'r 

202)65 

J 1 -7 

140 

136 2 

5. BluiruUur 




2,763 

58,71 1 

250 

211 

278 '2 

6. KotOMlihulhi 




2,660 

6,612 

3 3 

HO 

58 ’ '» 

7. PwiHin 




776 

14,646 

18-8 

77 

190 2 

$. GborlwmUti. 




4.5U> 

34,06H 

7 '5 

442 

77'0;i 

9. PotAh 




2.147 

57,H73 

26'8 

\m 

348 6 

10. M«4dl 




12.235 

40.4WI 

4 04 

250 

176 0 

11. Gtti Imtn 




21.532 • 

1,01,361 

4 7 

25* 

399-0 


ToTai 


52.209 

3.94,806 

7*5 

2,036 

1939 


* The resiult-s of enquiries into the remaining 5 village ootiM not 
analyised within the time at our diHjHHrtl as the fonn*^ of intensive survey^ 
were eeut te our oiEee \er\ late. 
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These figures show that the maximum cost of cultiva- 
tion per acre was Rs. 26-8 at Potah and the minimum 
Rs. 3-3 per acre at Kotnajibulla, the average for the 11 
villages being Re. 7*5 per acre. 

We have received no estimate from any agricultural 
expert of the cost of cultivation in the other two Areas and 
have to fall back upon the results of our intensive survey. 
The tables below snow the cost of cultivation in some of 
the villages selected for intensive survey in the provinces 
of Delhi and Ajmer-Merwara ; — 

Delhi. 


Cost of cultivation. 


VlUagM. 

Total 
coat of 
cattlvaUon 
excluding 
land revenue 
and rout. 

(^uHlvat4Mi 

area. 

f Viat per 
acre trf 
cultivated 
area. 

Kumber of 
piougba. 

Cost of 
eultlvatloQ 
per 

plough. 


Rs. 

Acren. 

Us. 

; 

Rs. 

i. JlUckgolA .... 

S.OSS 

201 

19'56 

16 

246-0 

2. Akbarimr Majra 

6,2.10 

280 

22-23 

20 

311-0 

8. Moltamniadpur Majrl . 

22,035 

693 

31-79 

25 

8810 

4. Nangini Sayyad . 

7.590 

631 

12-0 

28 

2710 

h. Deo Rala .... 

j 8,097 

552 

5-6 

164 

100-8 

Jafarpur KaUn . 

8,779 

mo 

14 4 

464 

271-8 

7. NangU Makaravtl 

' 8,-122 

647 

30-00 

38 

221-7 

». Eajpur Khurd 

1.5,149 

170 

80-11 

25 

606-0 

0. Jonapur .... 

3 4,580 

1.061 

13-7 

73 

100-7 

10. ftlMihpurJat 

1 

4S,860 

670 

84-0 

! 70 

1 

616-0 

11. Maajld Moth 

^ 16,454 

208 

65-04 

21 

787-0 

12. Haux llanl 

14,037 

411 

80-3 

£8 

5384 

13* Dahiinii;* .... 

12.337 

j 351 

1 

35-1 

; ^ 

2127 

1 

14- SUamptu* , 

25,017 i 

i 

1 — 

im 

82 

BO^ 

Total . 1 

i 

s.oe,asD 1 

1 


80-1 

087 

S 

m-i 
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AJMER-MER WARA . 

Cost of cultim.tion. 



Tout 
coat of 
e!iltlratlo& 
cot^ndlnf 

and rant. 

CiUUvatad ^ 
area. I 

1 

j 

Goal par 
acre of 
enlttvated 
area. 

IfumiMffof 

ploufha 

Coat of 
cuitlTaUoe 

phnigh. 



Aorea. 

lU. 


R«. 

1. RnpiiAgar 

6.819 

326 

£0 9 

100 

68-19 

2. Laver* 

3.161 

702 

4 6 

M 

6 0 

a. BaUd 

6,240 

648 

9 6 

70 

69 1 

4, Bar 

3.069 

£41 i 

12 7 ' 

68 

44-9 

5. Rajlavraa 

10,766 

1,6N) 1 

6 8 

138 

78 

6. Chat 

2,832 

167 : 

16 9 

32 

88-5 

7. Hajiran 


THS - 

< actually 
und»rr 
mill ration 

In 102 *-210 

n 9 

1 

87 

108‘8 

a . Bagar 

7,350 

651 

11 3 

118 

62*4 

9. Baraiia 

10,136 

1»£0 

(actually 

under 

cultivation 

In 1928-29). 

10'9 

54 

184 

10. l>aiMiaryan 

6.628 

1 212 

26'6 ' 

82 

68 6 

M. Makrera 

16,704 

1,645 ; 

(actually 
uxMler 

i rulflvatlott 
In 1928-29). 

10-2 

128 

131-2 

12. l^hana . 

0,733 

374 

18 0 

130 

66 4 

IS. Rairatmal 

3,383 

182 

186 

64 

63-0 

14. Jaawantpura 

3.468 

528 
(under 
cultivation 
In 1928-29), 

0 6 

38 

01-2 

IS. Sanod 

8,793 

1.992 
(under 
cultivation 
In im-29). 

24 4 

126 

69-8 

16. Banjarl 

4,700 

251 

18'7 

110 

42 7 

17. Bhagwanpura 

2,861 

166 

172 

i 54 

52-9 

18. OaUl 

6,672 

684 

116 

62 

128-8 

19. Sannaiiaii . 

^ . 4,568 

467 

9-9 

65 

700 

HO. Kekrt 

26,852 

4.949 

5'4 

438 

61*3 


Total . 150,191 

22,287 

' 6-7 

* 1,976 

75^9 


The cost of cultivation was highest in Silampur in the 
Delhi Province, being Rs. 163 per acre and lowest 
in Deorafa, being Rs. 5’6 per acre, the average for the 14 


2(5 


villages under intensive survey teing Rs. 301. In Ajmer- 
Merwara. the cnst was highest, riz.. Rs 20 5 in Dansarvan 
and lowest Rs. 4 4 in Sanod, the average for the 20 vil- 
lages being Rs. ()’7. 

On the basis <»f the alK)ve averages of the cost of cidti- 
vation for the 11 villages in the North-West Frontier Pro- 
vince, 14 villages in the Province of Delhi and 20 villages 
in Ajrner-Merwara, the total cost of cultivation of the 
art^a actually sown in 1927-28 is estimated at Rs. 166-71 
lakhs. Rs. 65 57 lakh.s and Rs. 24 25 lakhs, respectively. 

17. The important factors alTecting the value of land 
are its yield, selling capaidty and the prestige its {pos- 
session c(»nters on the owners. In 

Value of 1 ^ 11 ( 1 . these Areas, the sale of land is restrict- 
ed by the pnpvisions of the Land Alienation .^ct or Regu- 
lations; and yet the value of land has lx!en increasing con- 
siderably for .some years. 

The taf'le Ik'Iovv compares the prices of land {)er culti- 
vated acre for the (|iiiuquennium 1^95-1900 with the 
coi'res|)onding figure for 1920-25 in the various assessment 
circles of I’eshawar and Nowshera Tehsils of the Peshawar 
District : — 


Sole price. 



l8P5-ll>0n. 

192l> 2: 


Ihs. 

Rs 

n'iir Tihsii - 

Koli Daiimii Miilmi 

41> 

32') 

Durya I’nii Pai 

6h 

317 

Kjilnil Nalin 

l'»C 

62 i 


441 

1,172 

Hara 

ItC 


Kt>li Daman Muhinanci 

103 

207 

Telisil 

90 

503 

Sitwshrra — 

Chahi-Nalm 

41 

670 

Kinuiv- Darya 

23 

179 

Kt>h*i-Khattok 

37 

216 

K ha warn 

3 

62 

Nilah 

4 

82 

Tehsiil 

26 

304 


The above figures show that there has been a very large 
increase in land values since the last Settlement. It is 
possible that the figures in some cases were inflated to 
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4Jefeat possible pre-eniptors Init this might also tie true 
of the i*eforded pric'es of the previous quin(pienniuni. The 
prices have in some cases inci'eased to alxnit twenty tin)es 
and in the case of the Peshawar 'I'ehsil alHiul five tin^s 
<iurin^ the interval. I'he average ju'ict* for each quin- 
quennium must varv (considerably ac-ctirding to the pro- 
portion inter ,<e of tlie various c lasst's of the land sold ; but 
this may equally ap^ily in the case of the figures for the 
previous quinquennium. 

The table l>elow shows the current value* of land of 
various kinds as disclo.sed by the results of tlie intensive 
enquiries in 10 villages of this Province : 


Xokth-West Frontieu Province. 
Value of Laiul per acre in rupees. 


Village. 


IrrP 1 nlrrl- P multi- ^ 
gfttcd. , gated. I ; > 

i ! J 



i 

! U 


1 I'll! 


9 





-I 

-c. : 131 


c 



1. HllAWiAdAF 

2. 

it. HAOgcKt 

4. Hillitaug 

ft. DlMiiutour 
C. KottinjlbuIU 
7. Pnnondhrrl 
«. t.horlwnJ* 

p. PotAh 
10. tiul itiuttn 


1,000 i 

200 ' 

1,20 

00 


100 

ft04« t 

i 

IK* i 

! 

1.4<H» 

I.UMl } 

1.440 

! 

600 

450 i 


/ 1 30 t • • 


40 

10 


10ft 

3<K) 

lit 
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non-rtjltlvahh^ 


. 300 

. . 320 


200 20«» 


30 240 


giV) 200 
:«oo l&O 


• l.nml giving two eroiw > early 
t Mtid gp jug one crop yearly 


No revenue settlements have recently taken j)lace in the 
other two Areas, atul no reliable information from official 
sources as to the trend of prices of land in recent years 
is, therefore, available. It is, however, interesting to 
note that in the old Delhi district, the sale |)rice of land 
during the years 1868-74 was returned as Rs. 30 [)er ac’re, 
whereas between the year 1901, when the Land Alienation 
Act was introduced, and 1910 the average price per acre 
outside Delhi projfer, of which roughly 35 per cent, was 
waste land, was Rs. 78, indicating an increase of as much 
as 160 per cent. In Chapter IV regarding the burden 
and effects of rural indebtedness we have given figures 
which indicate the increase in the price of land that has 
taken place in these Areas, during recent years. 
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The tables below show the prices of land in the several 
villages in which intensive enquiries were made : — 


Delhi. 



Value of land per 

acre. 


Serial 

No. 

\ ViUagee. 

Irrigated. 

Unirrigated. 

Unouiti rated. 

1 

Akbarpur Kajra 

( (o) J500 

• t (fc) 250 

(а) 300 '< 

(б) 150) 

(a) 160 


JhiagoU .... 

100 

60 

40 

3 

Mobi^inadpur Kajri 

600 

400 

60 

4 ’ 

5 1 

Nan^oi Sayyad 
l>eo Kala 

700 

400 

260 

100 

100 

0 ! 

.lafarpor Kalan 

Naogli Bakraoti 

300 

260 

— 

7 I 

600 

260 

— 



Sailab. 300 



Ha)par Khurd . 

, ‘ 720 

480 

240 

9 I 

Jonapur .... 

. ' 250 

150 

76 

10 1 

Shahpur Jat . 

900 

900 

200 

11 i 

Matjid Moth 

900 

860 

— 

12 

HaoiL Haai 

720 

480 

— 

13 

Dalopura 

. ! 150 

100 

60 

14 

Bilaxnpur .... 

600 

376 

200 


Notk, — (n) proprivtarj' righta. 
(6) occupancy righta. 


Ajmer -Mer wara . 

Value of land -per acre. 


V llUgrt. 

Vhahi. 

Taiabi. 

Abi. 

Jiarani 

1 Unrultl- 
1 vatrd. 

^ Average value 
years ago. 



K«. 

Ka. 




1. Hupnagar 

liOO 

160 

100 

f>0 


80 

2. l.avera . 


IS.'* 

1(K> 

30 


210 (C^i). 

3. Balad . 

S60 

160 

100 

76 

” 38 

70 , 

4. Ihir 

400 

.300 

260 

IhO 

.. 

100 

tUJlawaft 

: 600 

600 

300 

100 


100 

e, Cl»at 

300 

18^1 

60 

S6 


260 (C/bAi). 

7. Nay aran 

6t)t> 

&(W 

76 

60 


376 (CAaJW). 

8. 

400 

300 

100 

100 


260 (CAaAi ). 

9. 8aratka . 

200 



26 


150(014UW). 

10. Danfiar^ao 

l,S6l) 


1*000 

600 


760 (ClmMh 

11, Makrera 

376 


600 

260 


Kot available. 

IS, IjU^haaa 

300 


76 

SO 


300 (ClaJK)* 

13. Hawalmal 

600 

’360 

250 

BOO 


100 

14, Jaawantpura . 

. ; 260 

S60 

100 

26 


160 (ClaAi). 

16. gaaocl 

. i 600 

700 

126 ; 

60 


260 (CAaAi). 
ITot aTaQabie. 

le, J^art . 

. ^ 600 



100 

“25 

(Irrifated) 






17, Bhagwanpm 

600 


* * i 

250 

26 

Do. 

1 (Irrigated) 

j 





18. OalU 

600 I 

'• ) 

600 

260 

100 

Do. 


. 1 876 

1 


(Sallahl). 



19, SariDatUn 

876 1 

126 ' 

126 


260 

20. Kekrl . 

. ! 260 

1 

160 1 

60 I 

i 

46 


175 (CMbO. 
lOOUTaliML 



18. The foregoing review of the economic conditions 
Co«ci««oo. provinces brings 

out clearly the main factors that 
must be taken into account while devising measures 
for the extension of banking facilities. Both the North- 
West Frontier Province and Ajmer-Merwara are predomi- 
nantly rural, while Delhi is mainly urban. The bulk of 
the agriculturists are small producers, and such of them 
as are tenants-at-will have generally no security to 
offer except the crops they grow. The security which even 
the proprietors of land can offer is greatly affected 
by the Punjab Land Alienation Act or Regulations similar 
to it. The number of active workers compared to the 
total rural population or the total number of adults is far 
too small, particularly in the North-West Frontier Pro- 
vince. Communications l)oth in the North-West Frontier 
Province and Ajmer-Merwara, though improving, are still 
far from satisfactory. The hulk of the produce grown 
consists of f(X)d-grains, and much of the cultivation is, 
therefore, merely farming for subsistence. And finally, 
an overwhelmingly large number of people are illiterate, 
and only^ a small percentage of even the literates can read 
and write English. 



so 


CHAPTER III. 

K CKAL f M)I;HTEI>\1 ss. 

19. e were a.sked to make a.s aeeurate an estimate of 
the rural in(lel)tedness of the Centrally Administered 
„ .. Arefis MS was possible. The task was 

Dv no means a>i easy .one. In the 
North- We.st Frontier I’rovinee there has never been any 
previous enquiry into indebtedness at all and the Ixical 
Administration were against making any extensive 
enquiries in the villages of the {irovince, except in 
a few selected cases, as any such attenifit was likely to 
be mis(.-onstiuc<t owing to the peculiar circunistaTiws of the 
province. Kvfii the figures relating to total existing 
mortgages and mortgage money were n<it, except in the 
district of Peshawar, casilv availalih' at the headquarters 
and the Local Administration was able to su}>ply them to 
us only at a very late stage of our investigations. 

. In the i^ase of Delhi, the <tidy available literature on 
the subject consisted of a few sentences in Major 
C. 11. Headon s final Setthmient Report of the Delhi 
District. Ihfft) IhIO, in which it was staled “that the 
nnsei’ureil debt of the proprietors is returned as 115 lakhs 
of lupi'cs. a sum which is alnait four times the former land 
revenue demand and means a debt of Rs. 40 |>er individual 
proprietor ", Init the attempt to get any iletails of this 
estinuite or the basis on which the estimate was made or 
even the method enqiloyed for making that estimate liore 
no fruit. 

In A jmer-Merwaia the only comprehensive enquiry 
made was half a century ago in the time of Sir J. D. La 
Touche, but no details of this estimate could be got from 
the laical Administration. No enquiry into indebtedness 
was made at the time of the last settlement report, and in 
the abs(»nce of any deliuite information as to the total 
existing moitgage money in any previous year, the figures 
of yearly mortgages for a few years, which was all that 
could l>e had from the Iwal administration, led us nowhere. 
A reference was made in the report on the working of the 
co-operative societies for the year 1919 to an enquiry' made 
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by the Co operative Department into the indebtedness of 
oo-operative members l)ut the Registrai- of Co-ojverative 
Sixneties, Ajiner. eouUl not trace any papers in his office 
relating to this eiu|uiry. A rongli estimate of the rural 
indebt^lness of the provinc'e was made by Mr. ('alvert 
in his note on the working t)f the (tj-operative stxieties 
in Ajiner-Merwara in 1918, but the assum{»tions <ui which 
it was based could not Ix' actvpted by the ('ommiltet* as 
correct in view of the later information available The 
task therefore liad to l>e undert-aken without any heh) or 
guidance from previous enquiries and prai tically witlumt 
the help of any .statistical material available at the Dnal 
Oovernntent's head ojliee. 


20. 'Fhe Ct)-o})erative I)e|)artment in all the tlins' 
Centrally Administered .Areas have furnished the than- 


Mr. Darling’s MotluKi 


mitt.ee with lignres w hich can Ix' made 
the basis of an estimate of indehte<l- 


nees of tlie Areas on the lines of Mr. Darling’s estimate 
for the Punjah, though in the ease <tf the North-West 
Fnmtier Province the a\:ulal)le ligures are rather scanty, 
as the co-operative movement has made headway only in 
two tehsils of the province, r/;., Ilaripiir and Ahlxittahad. 
The relevant stati.stics and the estimates of rural indehte<l- 


nes.s of the Province on the.se lines are given Im'Iow : 


— 

()jK*n 

.Mortgage’ 
i>»oni*y . 

IV/tal (Jrbt. 

Total 
\»» of 
inririhta's. 

IH'^r j 

JtuMnlter. j 

Average 

d<ht 

per?iOjn 

1 

j 

n«. 

Rh. 

R«. 


i 

Ks. . 

Its. 

Aboottabad 

3 1. 587 

8*2.479 

94,088 

:kxj 

188 ' 

38 

I 

Haripur . . | 

97,789 

3,-8*.578 

4,27.345 


259 : 

I 

Botib Teh«i]« . j 

1,29,358 

3,92.1>75 

5,21,411 

2,151 

242 ; 

i 

1 

A verage 

fcize of a 

family in 

North - W est 

Front ier 




Proviiipo ........ fy2 

Rtiral population of the North* Frontier 

Province at the Cerpon of J{>21 .... FDir>,4Dl 

Total rural debt for the Nortii-We^it Fr<:>rjtier 
Prw'inre ou the haais of — 

Hh. 

(al debt per member in Abbottabad . . 

(b) debt per member in Ilaripur . . 9,54,00,1^7 

(c) debt per member in Abbottabad flJid 

Haripur taken tf>gath«r . . * 8^1,44,004 





In the case of Ajrner-Merwara we have figures avail- 
able for as many as 477 co-operative societies in the pro- 
vince, and, therefore, the basis for framing an estimate of 
indebtedness is much broader than in the case of the North- 
West Frontier Province. The following table, for which 
we are indebted to the Co-operative Department of Ajrner- 
Merwara, gives us the statistics necessary for the 
purpose : — 




Total . 477 9359 9.65,636 3.09.S99 11,74325 



















{Concluded .) 


Hi 
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The rural population of Ajmer-Merwara at the ('ensus^ 
of 1921 was 3,30.574 and the average size of a family 
was 4-22. On the basis of these figures the total rural 
indebtedness of the provinee, may. therefore, be estimattHl 
at Rs. 3.62,69.138, of whkh the mortgage debt of the pro- 
vince will [>e Rs. 93,21,871. 

It will Ih* MotiitHl that in the statement received from 
the Co-operative Department, the classification does not 
follow the limes of Mr. Darlings classification of the 
members of w-operative .sexieties in the Punjab into 
proprietors. cKcnpancy tenants, farm servants, (‘tc. We 
did not think it worth while to ask the* t'o operati ve 
Department to undertake the trouble of this lalHirious 
cla.ssificaticcn, as even with this lorrcH tiim Mr Darling's 
method is open to the general ohjc'ction that it assumes 
that tile t'conomic condition <d' proprietors, cultivators, 
etc., in the cx) operative movement is not diffc'rent from that 
of those who are outside' the cooperative tnovement- -an 
assumption whicli our enc|niric‘s show to U* wide of the- 
mark The Rc'gisirar of Cooperative Societic's, Ajmer 
Merwara was. how ewer, rcxpic'sted to classify the* mcMiibers 
of eac'h co-operative credit sex iety as ricli. pcxir and average 
according to the general opinion in the village* in which 
the co-operative crc*dit sixictv is situated, and give the 
relevant figure's regarding indc'htedne*ss of the co-operative 
memU'rs who are cemsidered as average villagers. How 
wide* is the difi'ereiue lx*twix*n the indehtc'dne*ss ejf this 
average person of the rural arc'as and the average indeb 
teelness per member of the co-operative sociedy is strikingly 
brought out by the following table : 



Ajmer-Merwara. 

Average Indebtedness of members of Co-operative Societies. 



Gomp«rrd to the penoof resideDt in each of the village# having a cso^peratiTe credit eooietj. 


























MoRTUAGR debt of AVEHAOE t IIRIIB**. 
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1 iboee meznbm who are cotiskierwl m thetr own VLllate as n^tber rich nor f»or. 





(Concluded.) 



Total . 7,08.917 6,17,588 12,26,605 

























Adopting the average debt of an average member of 
the villages in the co-operative movement as the basis of 
the estimate, the total indebtedness of Ajmer-Merwara 
may be estimated at Rs. 219 lakhs, a figiire which is less 
by as much as 40 per cent, of the estimate based upon the 
average indebtedness per member of oo-of)erative societies. 
This 18 confirmed by the following analysis of the enquiry 
into indebtedness oi such of the villages selected for inten- 
sive survey in Ajmer-Merwara as have an agricultural 
credit society ; — 


Villages. 

1 

Total 
debt per 
ladebied 
uktmber of 
Co-operaUve 
HoHety. 

t 

Groas debt 
per faiidly. 

t 

ilruas debt 

per 

ludwbted 

family. 

t 

(ir^NWi debt 
per really 
Indebica 
(aiuUy 
of the 
vtlUge. 

t 

Net dcM 
jwr really 
ladcbUKl 
family 
of the 
vUlai^. 

Ettpoagar .... 

f>W)*4 

173 2 

2406 

266 8 

S62-6 

Lavera 


619 1 

0<>5» 

917 6 

916 2 

BalJMi 

677 7 

flp-6 

465-9 

457-7 

457-6 

Bar . ... 

778-4 

.322 5 

398-2 

414 ;> 

400 1 

Rajlawna 

723-4 

245*3 

320 2 

816 5 

3U 4 

Farraa 

1162 8 i 

629 .H 

969 3 

969 3 

056-7 

Bagiur : 

I 


i 

433-4 

5()6' 2 

475 6 

454*7 

i 

Parana 

44r5 * 

S61 4 

459-9 

460 1 

4101 

Danaaryaa .... 

701 -0 j 

CIO i 

64 V y 

689 5 

691-1 

Eawatmal .... 

; 1 

876- 1 1 

1 447-4 

669-2 

604 2 

6«m-7 

aaiia4h 

«7«*1 

624 4 

739 

730-8 

7U*« 

Baalari 

9671t 

613 6 

665-2 

667 6 

551 1 

Bhaciraiipttra .... 

1 P*00 

602 6 

m 2 

; 893 -5 

801*1 



600 0 

476 4 

664 S 

! 464-2 

1 

4029 


t For Um wboU vUlof 


In the case of Delhi, similar figures taken from the 
haiiiyat statement of 184 agricultnral co-operative credit 
societies lead to an estimate of Bs. 2,38,89,840 as the debt 
of t^ rural classes in Delhi as is shown in the calculations 
set out bdow : — 

c2 






20.09.^i8 5.19 1.83,7(i8 
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A ooraparisoti of this table with the analysis of the 
intensive survey coiulucted in 9 villages in the Delhi Pro- 
vince, however, suggests that this is clearly an over-esti- 
mate. For the village of Naugloi Sayyad, the average 
total debt per family of the inemlHUis in the t!o-opevative 
movement is Rs. L24o. a figure which is consulerahiy 
higher than not only the average total debt j)ei family in 
the village as a vvhf)ie, Rs. but also higher than the 

average del)t j)er family of tenants, Rs. 417, as well as 
the average debt per family of the non-cultivating families 
in the village, Rs. 81. A similar ('ontrast exists in the 
case of other v illages of the Delhi Province as the following 
tabular statement will show : — 



ToIaI debt 
imt ludrbt4r*d 
(atidly ol 
rurnvlM-fvt «f 
('o-tvpefaUv*' 
SviM'iettei#, 

i 

(troiMi drill 
pet family In 
the vlUttgr, 

Hruss 
debt |>cT 
trHlebtiMi 
fAirdly 

of till 
vin*gc, 

debt 
|K*t restly 

Itl'lelvlevl 
f*wd»v 
ut the 
viJIaffe. 

Net debt 
per re*l}> 
Intlcbtotl 
faiitUv 
of llw.' 

1. NAOgtoi :8«yyad 

1,245 

d»*2 1 

7 35 

735 

7115 

2. SluhpurJal 

2.559 

2 089 ’ 

2,354 

2 355 

2, 22^4 

3. NaiifU Sakraotl 

834 

4n3 : 


495 

4h7 

4, Hajpiir Khurd 

924 


71*7 

774 

* 750 

5. HiUmpur 

P213 

5<»9 

594 

594 

■ 504 

6. MasJUl HolU 

3,743 

1.779 



2,023 

21. The 

(’oriunittee li 

ad the 

Ijcncfit 

of a 

note Ijy 


Mr. Palvert. 


Mr. Cdvcrt*# 


daUal a.s early as 1918, in which he used 
t!ie income-tax statistics as the Imsii 
of an estimate of the rural debt of 


Ajmer-Merwara which he put down at not less tlian 2 
crores. But this was based on a numlwr of assumptions 
which we find it difficult to accept. II»' assumed on the 
basis of a comparison laitween the census figures for 1901 
and 1911 that the class of |>ersoiis dependent on banking and 
money-lending was rapidly increasing, while the actual 
census figures for the year 1921 showed a substantial 
decline from 7.191 in 1911 to 5,949 in 1921 in the numl»er 
of persons ix>mpri8ed in this class. He assumed that all 
income-tax assessees in this class weix* persfms who lived 
on lending nwney to rural classes, while the evidence l)efore 
the Ccanmittec shows that the urban money-lender gtinerally 
fights shy of the agriculturist. He assumed profits on 
mmaey-lending at 12^ per cent, while the Ina>me-t4ix Offitier 
in Ajmer-Merwara is definitely of c^inion that “ 
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indigenous money-lenders in rural areas earn not more 
than 9 per cent. {)er annum and in the urban areas not 
more than 6 per cent., as a loan generally remains unpaid 
to a great extent ” . 

At the census of 1921 the number of persons dependent 
on banking and money-lending in Ajmer-Merwara was 
estimated at 5,949 of whom the actual male workers 
numbere<3 only 1920, and 490 of these were classed in the 
census as partial agriculturists. The number of income- 
tax assessees in 1921, both in rural and urban areas of 
Ajmer-Merwara, was only 21, and the income assessed by 
the Intiome-tax Department amounted to only Rs. 2,14,778. 
The numl)er of f)ersons who paid income-tax in that pro- 
vince in 1916-17 was only 172, and assuming that the 
immlxT of persons having an income of l»etween Rs. 1,000 
and R.s. 2,000 remained the same in 1921, the total 
earnings of this class cannot be estimated at higher than 
Rs. 2,5^,000. According to Mr. C’alvert's estimate, out of 
2,455 male workers among the hanking and money-lending 
class in 1911, somewhere about 600 had incomes between 
Rs. 500 and Rs. 1,000; and a.s8uming that the proportion 
of this class to the total numl>t^r remained the same in 1921, 
the total income of this class in 1921, cannot bt' estimated 
at higher than Rs. 2,61,750. The annual income of the 
remaining persons was estimated by Mr. Calvert at an 
average of Rs. 200 a year; and on this basis the total income 
of the remaining 909 persons would approximately amount 
to Rs. 1,81,800. This means that the total incomeof urban 
and rural money-lenders in 1921 was in the neighbourhood 
of 9 lakhs. In 1921, the ratio of urban incomes to rural 
incomes assessed by the Income-tax Department was 
Rs. 1,H5.47I ; Rs. 29,:U17, i.e., 1000 ; 158. Making allow- 
ance for a portion of the earnings of the city money- 
lenders of Ajmer-Merwara from loans to the rural 
population, the proportion of income derived from money- 
lending in the urban areas to the income derived from 
money-lending in the rural areas cannot fairly be estimated 
at higher than 4:1, which reduces the income of the pro- 
fessional money-lenders in rural areas to about Rs. 1,80,000, 
a figure which is less than |th of Mr. Calvert’s Ultimate. 
Taking the maximum estimate by the Income-tax Officer, 
Ajmer, of the rate of realised inrame, this will indicate a 
total open rural debt due to money-lenders of only Rs. 20 
lakhs and not Rs. 120 lakhs as assumed by Mr. Calvert. 
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This estimate based on Mr Calvert’s method and the 
fibres sappli^ bj the Income-tax Department is open to 
tlm ^vious objection that it assumes (a) that the whole of 
the indebtedness of the agriculturist in the rural areas is 
due to the professional money-lender, (b) that the entire 
income of the rural money-lender in Ajmer-Merwara is 
interest on loans to agriculturists and (c) that a sulistantial 
part of the income from banking and money-len<ling of the 
income-tax assessees is not derived fixim business outside 
Ajmer-Merwara. As these assumptions are not sup[H)rtekl 
by tlie general trend of the evidence we have received and 
the statistical material we have collected, we consider it 
unsafe to make an estimate of the total rural indebtedness 
of Ajmer-Merwara on the basis of the income-tax figures. 


22. A mf>re scientific methcKl for estimating rural 
indebtedness is what is knowm as the sampling metlKHl. 


Biuiipling Method. 


The CommitU'e requested the IxK'al 
Administrations to sidect a (x*rtain 


number of typical villages for a survey of economic 
conditions in general and indebtedness in particular. 
It was not possible to chiKist* any other agency than 
the village revenue staff in the first in.staiue. but very 
detailed instructions on each jioint were issued by the 
Indian Economist on the (Vimrnittw* and the Ixnal 


Administrations were kind enough to direv t the Tehsildars 
and the Revenue Assistants U> explain th<‘se instriu'tioiis tx) 
their sul>ordinates and to check their work A memlaT 


of the ('ommittec toured in the North West I’rontier 


Province for nearly a month in order to check lam' the 


work vv’as being done, but he rt‘fK>rted that the lowei- revenue 
staff had misunderstood the instructions in several 


important particulars and had to be asked to correct the 
entries filled in the forms sent out. The correctol entries 


have been used for analysis in this chapU'r, adequate allow- 
ance being made for such mistakes due to misunderstand- 
ing of revised instructions as could be easily detected 
from the entries made, hut owing to the delay in receiving 
the material it was not pcxvsible for the Committee to send 
round a responsible officer to check the entries atrain. 
The villiq^es selet ted by the Administration in the North- 
West Frontier Proving were generally big villages, but 
this does not detract from the value of the statistical 
materia] as the number of samples of different classes of the 
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rural population is fairly large, Tlie villages selected by 
the JxK*al Administration in Delhi and Ajmer-Merwara 
appear€>d to be fairly typical of the various district econo- 
mic tracts of these provinces, fn Delhi, the work of tlw 
-paiwaris was not only supervised by a superior revenue 
officer selected by the Deputy Commisskmer, but the Sadar 
Qanungo and the Inspector of Co-operative Societies toured 
round and corrected mistakes similar to those detected by 
the Indian Economist in his visit to two of the selected 
villages. The work in Ajmer-Merwara was also done 
satisfaxjtorily ; not only the Tehsildars were keen on 
thort)ughne88 but the Extra Assistant Commissioner, 
Beawar, and the Naib lehsildar, Ajmer, whose whole time 
services were placed l)y the Administration at the disposal 
of the Committee, spared themselves no pains in keeping 
themselves in close touch both with the Indian Economist 
on the ('ornrnittee and the pattran's in the villages and in 
making the entries in the forms issued by the (’ommittee 
ns accurate as could reasonably be hojied for within the 
time nvailal)Ic. 

In most of the villages, the enquiry embraced the entire 
population resident in the villages. In a few the non- 
cultivating and landless classes have IxH-m omitted. Out of 
3.162 families in 20 villages of Ajmer-Merwara selected 
for intensive suioev, 2,912 families are agriculturist jiro- 
jirietors and timants*. and out of the remaining 2.00 fami- 
lies 9 are landless nid/nijdns and 241 landless labourers and 
artisans. In Delhi the enquiry embraced 759 families in 
14 sekH'ted villages, of which 673 belonged to tlie class of 
agriculturist proprietors and tenants, 72 to the class of 
landless labourers and artisans and 14 to the mahajan 
class. In the North-West Frontier Province the total 
numlver of families in 16 villages under investigation was 
10,482, of which 5,191 were landed proprietors, 3,141 were 
tenants, 2,003 were families of landleiw labourers and arti- 
sans, and 147 were landless shopkeepers and money-lenders. 
The number of families of each class of rural population in 
the villages ,selected for enquiry was thus sufficiently large 
for a fair estimate to be made for the whole of these three 
provinces. 

How far the villages taken up are fair gec^raphical 
samples of Ajmer-Merwara, Delhi and the North-West 

* IncUidtiijc mahahin proprietors mud tenants. 
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Frontier Province is evident from the following list which 
^ives the name of each village and the tehsil or the circle 
in which it is located • 


A jmer-Merwara. 

Beaxpar Tehsih 




Vtlhgen. 

1. nni»avva«t. 


4. Balud. 

2. JJar. 


n. Hrtwnimtti. 

3. Surmaliun. 

Todgarb Teheil. 

(}. jiupitugtn. 

1. Baiijjm. 


l\ U.itisniyim 

2. HhnKwaiipnra . 


I. Bngnr. 

5. Bnghana, 


Ajmer Su^>-J)iviiion, 


1 . 

J Niyran, 

:v ('i.ut 

1 . SafHM.l. 


o. .la^waiit jMini 
t) Sura nil. 

7 Fa\»‘tu. 
iinUi. 


Ktkn Sub-J>ivition, 
Kokri. 


1 . 

2. Akburpur Majm 

3. Mohammadpur Majri 

4. Nnngkii Bayyad 

5. Deorala 

6. Jfafar|>ur Kalan 

7. Bhalipur Jat 

8. Maajid Moth 

9. R«}ptir Kkurd . 

10. Joiuipiir Khard 

11 . Dalopm 

12. Stlmmpttr . 


Delhi Province. 

Circle. 

J' Chak Khadar. 

j Chak Baiigar. 

■jchak Dabar. 

*jchak Khandrat. 

I Chak Kobi. 

' ^ Cliak Sb*b4ara. 
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No^tk~West Frontier Province. 


ViUageM. 

TehsU. 



District. 

1. ChAmkaai 

Peahaarar 




Pabbi 

Nowshara . 




d, Shabkadar 

Cbaraadda . 



^ Peabawar. 

4 . Meyar . 

. Mardan 




5. Manki . 

, Swabi 


j 

6. Lachi 

. Teri 


1 


7. Hang<x> 

Hangoo 


( 

Kobai. 

B. Billitang 

Kohat 


j 


9. Dhamtonr 

. Abbottabad 




10. Kot Najibulla 

Haripur Haaara 



Haaara. 

11. Punon Dheri 

, Manaehra 


3 


12. Gboriwala 

. Bannu 


j 

Banna. 

IB. Shabbax Khel 

. Marwat 


j 

14. Potah 

. J>era Ismail Kban 



Dera Ismail 
Khan. 

16. Maddi . 

. Kulachi 



16. Gul Imam 

Tank 


3 



23. In order to understand the full implications of the 
fif^ures in the following paragraphs, it is necessary to 

explain the meaning of the terms used. 
Families classed as “ free from debt ” 
include not only those who are 
absolutely free from debt but also those who have lent more 
than they have borrowed or as much as they have borrowed. 
“ Indebted ” families are distinguished from “ really 
indebted families ” by excluding from the former those 
wl»o have lent as much as, or more than what they have 
borrowed. “ ^et debt ” of “ indebted ” or “ really 
indebted ” families means gross debt minus the amount 
lent by these families. 

24. The intensive surveys of the indebtedness in these 
rmoIu of int««Te Selected villages yield the following 

•orwy. results : — 



North-West Frontier Province. 
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\(Km t(H-: 4,d76 31.63,729 635-6 4.756 3042.925 637*7 26,24^07 $51*9 























Delhi Province. 

Indebtedness in 14 villages selected for intensire survey. 













{Concluded.) 
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Indebtedness of proprietors and evltiedtors in 14 village* 

of Delhi. 


ToU) Ho, erf 
(ooittta 

GrtiM dcHbt 
por fjLmSly. 

Xo. of fomfilM 
reott j free fircHn 
debt, l.«^ tboee 
who eie 

teir free f ttuxie 
who here lent 
more then they 
heve borrowed 4* { 

tboee who here 
lent end borrowed 1 

the Mme emotinh 

■ 

Oraw debt 
per teelly 
todebced i 

fain0y. I 

1 

Hot debt 

leittliy. 




El. 

Bi. 

678 

o<^a 

i 

108 

078 

BSA-9 








































Total . I 7 2,360 23 r» 1.55.107 2.109 993 11.12,307 512 b io.ao.bos 


























Estimating the indebtedness of tlic proprietors 
(including mortgagees) and tenants of the Nortn-West 
Frontier Province separately as well as that of the whole 
of its rural population on the basis of this analysis of in- 
debtedn^ in the selected 16 villages, the results are 
indicated in the cahailations set out lielow : — 


I . — All familie * — 

A. Riirai populatuiu of Nc»riii- Front it' r 
Province ...... 

Average size of riua! faimiy 

Finwft (^ebt |‘er member of n household 
acvx)rding to the re?^ult of irUeriMixe 
ftureey of Iti villages .... 

(irtm de^bt of tha \Uiule rural area ot 
the piovijut' ..... IIh. 

1^. Projiortion of iiMpulutioti indeht<‘<l 

Net debt per meiidx'r of reHlly irulehttsl 
household . . . . . . Hs. 

Net debt of tin* rettUy indebted popuht- 

iloO of ihf !:!1 h! 

II. — Lfindoumt* f $ — 

A. Limdowners of the province . 

(ir*>N.s debt lit*! uteinlno' <*1 hmdowner**' 

iioosejiold . .... R«, 

(irons <hd/t »f ttl! hind' 'u itert* of the 
province . Ha. 

Ih Propf)riion of la!M}o\% iiuig i reaUy 

indebted ...... 

Gro«8 debt per ineinlxsr of really indebte<i 
household of landouners . Rfl. 

The gro»« debt of really indebted land- 
owners of the province . . . B«. 

Net debt per member of really indebted 
household of Ifindovvnerft . , . B«. 

Net debt of really indebted landowners 
of the province . . . . He. 


in. — Teiiaitta— 


A* Number of tenant# in the province in- 
eluding * agent# farm servants and 
field lahiTurer^ .... I . 

Gmaa debt per member of a houaehdld 
of ienaate Ei. 

Groaa debt of ali tenants of the province R«. 


l.l' 15.(01 

5 1 

u;d:i ukhs 

i,7uC 

U),4h2 

5 Ml) 

11,4 1 Ikbs. 


7ct5.8r>l 


428‘:i 

5-1 

0^0 UkiiM, 

2,467 

5ai>i 

866-6 

61 

6^03 lakhs. 
758-6 

■''■5*1 

6»Sf7 lakhs. 


727,777 

61 

\M lakhs. 
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HI. — Tenanii — oootd. 

B. Prc^rtioD of tiiuatit reallj indabted 

Grose debt per member of resUj indebted 
household of tenasts , . * . Bs. 

Gross debt of resliy indebted tenants o* 
the province R«* 

Net debt per member of really indebted 
household of tenants .... Be. 

Net debt of ready indebted tenants of 
the province Be. 

Similar calculations for the rural area of the Delhi 
Province on the basis of the results of intensive survey in 
14 villages lead to an estimate of Rs. 366 lakhs for its gross 
debt and of Ks. 341 lakhs for its net debt. But if we 
exclude Shahpur Jat and Masjid Moth as being excep- 
tional villages from the point of view of indebtedness, 
estimate of gross debt of the rural population of the pro- 
vince is reduced to Rs, 270 lakhs and that- of the net debt 
to Rs. 256 lakhs- 


1.610 
8,141 ' 
S54-8 
#1 

1.87 lakh*. 

216-9 

61 “ 

1,00 lakh*. 


The gross debt per family of proprietors and cultivators 
in these fourteen villages is Rs. 909 3 and the net debt per 
family of tliis class is Rs. 884-9, At the census of 1921 
the total number of persons depending on income from rent 
of land was 4,764 and that of ordinary cultivators and 
dependants was 1,18,486; while the average size of the 
family in rural Delhi was 4-3. The total gross debt of the 
agriculturists of this province works out on this basis to 
Rs. 261 lakhs; and their net debt comes to Rs. 254 lakhs. 


For Ajmer-Merwara, the results of intensive survey 
indicate the average gross debt jier family of Rs. 400-8 and 
a net debt per family of Rs. 329-1. On the basis of census 
figures for 1921 this means a gross debt of Rs. 314 lakhs 
and a net debt of Rs. 258 lakhs. The gross debt per 
family of owners and cultivators is Rs. 398 and multiply- 
ing tnis by the total number of agriculturist families at 
the census of 1921 the total debt of the agriculturists of 
the province comes to Rs- 272 lakhs- 


25- By far the most satisfactory method of getting at 
the indebtedness of the rural population is to have an 
extensive survey of all the villages in 
Ezt«nt of iodAbtodnm jjie province. The village staff in 
Ajmer-Merwara and Delhi had at the 
desire of the Committee undertaW 


based 

vey 


00 Kxtmivo Snr- 
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this, but it has not been possible to arrange for checking 
their work except in a very limited number of cases. 
Generally, the figu^ of mortgage debt and the d^t owed 
to co-o|^rative societies were found to be (“orrei t, but the 
patwarV s estimate of the open debt was occasionally found 
to be a slight under-estimate, for which an allowance of 
about 5 per cent, may well be made. In some castes the 
patwaris have omitted the landless cla.s8 altogether, so that 
the estimates lack completeness. None the less they give a 
more correct view of the whole than indirect methods of 
making an estimate of indebtedness. In Delhi the enauiry 
embra^d 24,341 families in 295 ocvnpied villages oi the 
province, consisting of 23.696 families of land owners and 
tenants, 279 families of landless mn/mjann and 360 
families of landless lalsjurers and artisans. Out of these 
as many as 11,916 families are absolutely fret* of debt, 750 
have lent more than they have borrowed and 5 have lent 
and borrowed equal amounts, so that 5^0S per cent, of 
these families are really free from debt. Of the total 
number of 23,696 proprietors and tenants, 12,193 or 51-45 
per cent, are really free from debt. Among the lantlless 
cla.ss, the patiraris' enquiries -were limited to 279 families 
of mahajans and 366 families of landless lal)ourers and 
artisans. Of these, only 24 mahajan families and 187 
families of landless labourers are indebted. The total 
gross debt of 12.425 indebted families is Rs. 1 ,Ur»,4ft,207 ; 
but of these, 761 families have lent either as much as or 
more than they have borrowed, and the net debt of the 
remaining 11,664 rejilly indebted families is Ks, 9(I,77,H44. 
All tile landed projirietors and tenants have lHH.‘n included 
in the enquiry. The number of indebted families among 
them is 12,194 and their net debt is Rs. 95,73,304, of which 
the mortgage debt is Rs. 42,41,854. At the census of 
1921, the total number of workers and dependants in rural 
areas, other than those who are rent receivers and ordinary 
cultivators, was only 60,618. The intensive enquiries in 
14 villages of Delhi suggest a probable decrease of 3 ^r 
cent, in the rural population; and a fair allowance for this 
will reduce the strength of the landless class to 58,703. 
Of the 366 families of landless labourers under investiga- 
tion, only 137 were found to be in debt and that to the 
extent of Ra. 82,504. Assuming that 58,703 non- 
agriculturists including mahajans are no better off than 
landless labourers, it indicates for this class a gross debt 
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of Rb. 30,77,129. The total gross debt of the rural ix^u- 
lation of the Delhi Province cannot thus exceed Es. 
1,30,42,882 and the net debt is well under Rs. 1,26,50,483. 

In 511 villages of the Khalsa area of Ajmer-Merwara 
enquiries were made into the indebtedness of every pro- 
prietor and cultivator and the results obtained are summa- 
rised below : — 


Circle. 

No. of 
faini!ie«. 

Mortgage. 

Gross debt 
simple. 

/, — Bmwar Tehsil, 



K«. 

Rs. 

1. J»waja .... 


2,582 

2,03,539 

10,52,333 

2. Kayanagar 


2,814 

I,S6,2i>8 

11,32,982 

3. Chang .... 


2,028 

1,30,160 

7,72,313 

4. Kaiitijar .... 


2.804 

2,36,618 

8,66,399 

Total 


10,228 

7,26.616 

38,34,027 

JI. — Todgrah TeAgil. 





1. Bhiem 

. 

3,271 

5,86,317 

10,33,560 

2. Baghana .... 

• 

2,413 

4,35,867 

5,18,169 

8. Bali 

• 

2,825 

2,66,673 

9,14,390 

Total 

• 

8,509 

12,88,857 

24,66,119 

JJI. — Ajmtr-TfJml. 





}. Bamair .... 

• 

2,898 

65,775 

12,74,447 

2. Poahkhar • 

• 

2,882 

1,23,285 

13,50,987 

3. Gngwniia .... 

• 

3,H>8 

1,39,603 

11,30,857 

4. lethana .... 


3,637 

2,03^ 

66|«t428 

3. Sfinagar .... 

• 

3,145 

2,26,491 

19,41,667 

6. Btiatha .... 

* 

2,678 

M6,765 

11^46,742 

Total 

• 

184»6 

9,55,016 

L08»07,128 

IV. K$kH 


690 

14,650 

1,62»464 

GRAND TOTAL 

• 

37,635 

29,85,438 

I 

1,67,4^,736 
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This indicates a gross debt of R«. 519'4 per family of 
agriculturists. We have no means of Knowing the 
indebt^ness of the agriculturists in the /.'tiwrari area; 
but if the Ixild assumption be made that they have the 
same credit and facilities for borrowing as those in the 
kh/ilsa area, the gross debt of the agriculturists in the whole 
province can be obtained by multiplying the average gross 
debt per family with 68, 2M. the total numl>er of agricul- 
turists’ households at the census of 1921. This means a 
gross debt of Rs. 3,54,71,803 for the agricultxirists as a 
claas. 

At the census of 1921 there were 10 205 rural families 
of persons who were neither owfiers nor cultivators of lan<l. 
We have no complett* information regarding the indebted- 
ness of this class but since 3,791 f)f the landless lalxnii'ers’ 
families in 509 villages of the khalsa area included in our 
investigation had a debt of Rs. 11,71,639, we arc justified 
in l)elieving that the total net debt of this class (which in- 
cludes village maha juris) in the whole of Ajmer-Merw'ara, 
cannot exceed Rs. 31,54 thousands. I’his is clearly an over- 
estimate since the average debt per family of nmhujavs 
(including free as well ais indebted families) is only Rs. 154, 
as against Rs. 4241 for landless labourers included in our 
extensive suiwey of 509 villages. The gross debt for the 
whole of the rural f^>opulation of Ajmer-Merwara is thus 
apprwiably below Rs. 386 lakhs. 

We have been able to examine in greater detail the 
separate entries, in the forms sent out by us, against 
42,953 families in 509 villages, of which 37,487 are 
families of lande<i proprietors and cultivators mit of a total 
of 37,635 agriculturists’ families in the khalsa area con- 
taining 511 villages included in the extensive survey. For 
<x>nvenience of reference, we give Iwlow the general summary 
of the results of our scrutiny ; — 



509 villages of Ajmer-Merwara, including 20 villages of intensive Survey. 


SB 








It will ^ aotioed that of these 42,953 familiee, only 
35,613 are indebted to any extent and their gross debt is 
Rs. 2,19,98,133. Deducting the amount lent by the indebt- 
ed families, the number of really indebted families is 
reduced to 33,472 and their net debt to Rs. 1,86,24,578. In 
other words, 7,340 families or 171 per cent, are absolutely 
free from debt, 2,141 or 4-9 per cent, have lent more than 
they were Ixji rowed or lent the same amount as they have 
borrowed, and 9,411 or 22 per cent, of 42,953 families are 
really free from debt. Of 37,487 families of landed pro- 
prietors and cultivators, included in this, 6,660 or 17 8 per 
cent, are absolutely free from debt, which means for this 
class a slightly higher percentage of families absblutely 
free from debt than for 42.953 mixed families as a whole. 
The net debt of 30,827 really indebted families among 
them is Rs. 1,73,93.672. Out of 3,741 families of landless 
labourers, included in the total of 42,953 families, only 
2,314 are in debt and that to the extent of Rs. 9,81,564 
net debt. Of 1,675 mahajans families under investiga- 
tion, only 313 are reallv in debt, and their net debt amounts 
to Rs. 2,49,402. 

The salient points brought out by this elaborate enquiry 
may then lie summarised as follows : — 

(i) The proportion of families really free from debt 
is appreciably higher than that of those who are 
absoluk'ly free mmi debt. 171 pet cent, of 
the total rural population is absolutely free 
from debt and 22 per cent, really free from 
debt. 

{it) The percentage of indebted families is highest 
among proprietors and cultivators of land and 
lowest among the makajans. The landless 
labourers stand between the two. 

{Hi) The net debt per really indebted family is 
Rs. 796-8 for the mahajans, Rs. 564-3 for pro- 
prietors and cultivators of land and Rs, 424-1 
for landless labourers. 

It looks at first sight a surprising fact that the most 
heavily indobted families should be the indebted mahajans. 
With a view to test this further, a more detailed examina- 
tion was made of the figures relating to mahajan families 
in as many as 186 out of these 509 villages. 



The result is indicated below 


Analysis of figures relating to really indebted 
in 186 rillages of Ajrner-Merwara. 


mahajans 


No. of 

So, of 
i aril da 
f>f 

mah^tjau i. 

HcaJly 

of 

rnafuijiiH^, 

(atima tlebt 
of n^ally 
indebted 
rnahajatuf. 

Net debt 
of really 
indebuxl 
maimjins. 

50 

07 

C! 

22,452 

vi.zyi 

50 

50 


42, OK) 

31,000 

ryj 

200 

1 ». 

J,23,W)0 1 

1 83,270 

1 


04 

10 

15,502 

15,592 

180 

417 

84) 

2,04,314 

1,40,214 


OiosH debt jH*r rt^ally 
indebted fHiiuly ol 
m ihnjan 


Net debt }K?r really 
in<iL'bted biriiily of 
rtuthnjans. 


2.554 3 


Ks. 

1. 827-7 


2G. We are now in a j)osition to coinpai’e the estimates 
of rural imlebU'djiess t)f Ajrner-Merwara, Delhi and the 

Noi’th-West Froirtier Province on the 
Cc.mpaii-soii of '“debt [)usig of tlic dilTci'ent methods descriljed 

ednesn in the tnree Areas. ■ \ c - i n-ti 

in the loregoing jiaragraphs. Ihe 
tables given Irelow bring out clearly the wide range of 
differences in these estimates of indebtedness. 


Rural Indebtedness in Ajmer-Mervfarn. 


— 

Mr. l>aiilug*» 
inethtMl. 

Mr. ]>artiug*« 
method 
by ii«gi>txar*» 
ttgure of total 
average debt lor 
luemb^ MfUo can 
be cooeldered as 
average lamiUee 
of the vtHagea 

Mr. Calvert's 
eiiUmate in 
1918. 

BampUng 
uieihou on the 
baoie of 
tntenMve 
tunrejr. 

On the l>aftts 
of extenelve 
surrey in 

511 vlUagee. 

Whole rural 

p^jmlatiiQii. 

Ha, 

S«8* laklii. 

! 

Ha. 

Sid lakhef. 

1 

He. 

aOOlakha. 

Slil lakhs 
(groes 

258Ukhi 
(net debt) (b). 

Be. 

mi Ukhi 
(groiadebt). 

l^fOprielon and 
ealtlv«ion» 



•* 

m takiM 
(groM debt). 

SSSlalthi 

(groMdebt). 


* See p»ge SS. fSee t See p*9» 64. | See pegei 
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Delhi Province. 


— , 

Mr. method. 

8am|>Uiig method. 

Kxienatvn aitrvny in 
5£»5 t>ectt|>4e4 viUa||<M. 

Wbole niral poputaikm 

Ra 

2HO lakh!d. 

Ri*. 

(«) S«eUkbs 
(gTOM debt)*. 

(5) 270 Uklw 
(ffOM d«bt)t. 

Ra 

DkMakbs | 

(giXMHi deld). 



(•>941 Ukhs 
(net debt)*. 

(9) m lakhs 
(not dcbt.)t. 

196 lakhs 
(net debt). 

|*ropHet4>iii and cultlva* 
tow. i 


261 Ukhs 
(gro«s debt). 

964 Ukhs 
(net debt). 

06 Ukhi 
(net debt). 


• On th*! biidi^ of for H vHIau^. ^ 4M -^54, 

t On Uk? iMiid* of 6gUT«*# for l:i vIllikKo^, fXrludlnH .Shahpur Jat mini MimJUI Moth. 
: .S*«> 39. f HiX' pjtfo 55. 


North-West Frontier Province. 



Mr. Darling's tnethod. 

Hatupilng nic'thod. 

>Vhoh' rural iKipuUtion .... 

HOI Itikbs*, 

1 1,93 Ukbs (grcKs ilebt)^. 

040 lakhs (Del 4)cbt ). 

Troprleb rs and cultivators 


H24 Iskhi lb bt), 

68.^ Ink Its (n<*t debt), 

’ .Sec f age .■) 1 . 

f Hec png, 



’27. Wc have already [iointed out the oh jectioiKs which 
can legitimately l)e urged against the estimates based on 

Mr. Darling’s rnethml. Even if we 
ou^rvations regarding substitute foj' tlic total debt licr mem- 

l>ajiisigfi method of <mti- i e xi ♦ • • i 

mating indebtedius.*. her ot the co-operative societies the 

average debt per fiverage family of 
the villages in the co-operative movement, the estimate will 
be correct only so far as the staff of the co-operative move- 
ment has succeeded in judging rightly who can fairly be 
regarded as the average families in the villages. The 
sampling method should no doubt give us much better 
results, but in the case of Delhi the extensive survey clearly 
suggests that the villages selected were not at all repre- 
sentative villages from the point of view of indebtedness; 
for while tlm extensive survey of Delhi shows that as many 
as 52 08 per cent, of the total and 51*5 per cent, of tlie 
families of proprietors and tenants are really free from 
debt, tile proportion of reaUy indebted families to the 
total in the 14 villages selected for intensive survey, is 
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as hi^h as 637 : 759, i.e., nearly 83*9 per cent. Obviously 
the villages selected are far more heavily indebted than the 
average village in the Delhi Province.” 

Three out of 14 villages are such that not even one 
family out of those under investigation is free from debt. 
We are inclined, therefore, to consider that the extensive 
survey has given us a far more correct result in spite of the 
fact that most of the returns have not been checked as 
well as we wi.shed them to have l)eei» done. A margin of 5 
per cent, for a yirobable under-estimate of the open debt is 
a sufficient allowance for all possible errors in the case of 
Delhi. As for Ajmer-Merwara. the extensive survey in- 
cludes e-rerg jiroprietor and cultivator in the non-istimrari 
area, and we believe that for the khaUa area the figures are 
as nearly correct as it is reasonable to expe<“t in enquiries 
of this sort. In this ca.se we are .satisfied that the superior 
revenue officers have done every' thing humanly possible to 
have the entries in the forms correctly filled in. But our 
estimate for the istimrari area is purely a guess work, a.s we 
could not make any enquiries in the villages included in 
that area. The general conditions in the istimrnn areas 
and the peculiar laws governing istimrardars raise a pre- 
sumption again.st the assumption that the credit of the 
owners and cultivat.ors and the facilities available to them 
for borrowing are the .same as those in the k ha Isa area. We 
are inclined, therefore, to conclude that the correct estimate 
of the total indebtedness of the whole of the rural popula- 
tion in Ajmer-Merwara, including landless labourers, is 
somewhere near the arithmetical mean between 
Rs. 3,86,26,004, the figure shown by the extensive survey, 
and Rs. 2,18,55,485, the estimate based on Mr. Darling’s 
method corrected by the substitution of the average debt 
of an average family of the village in the co-operative move- 
ment for the average total debt per member of the co-opera- 
tive societies. In other words, the total rural debt is about 
S crores for Ajmer-Merwara. 

In the case of the North-West Frontier Province, we 
have no better method available than the sampling method; 
the number of families taken is fairly lai^ and the areas 
fiXMn which the families under investigation have been 
selected are spread all over the province. Mr. Darli^’s 
method gives us for the North-West Frontier Province a 
lower estimate than the estimate of the grms debt on the 
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sampling method ; but it should be remembered that in this 
case the co-operative statistics, which are the basis of the 
estimate, are drawn from only 2 tehsils in the province. 
The results given by the sampling method are, therefore, 
more likely to be nearer the truth, in spite of the fact that 
the results obtained by Mr. Darling’s method err generally 
on the side of an over-estimate. 

28. There is one ver>' imporUint deduction, however, 
to be made from these estimates, based on extensive or in- 
tensive enquiries made by us. The 
importwjt deduction* statistics relating to indebtedness were 
indebiednesii. all Collected dufing the months of 

November to b'chruarv before the 
season for annual rej>ayments towards outstanding loans 
commenced in March and April ; and the .indebtedness of 
the agriculturists, pniprietors and cultivators, should, 
therefore, l>e presumed to have been at its highest then. 
It is reasonable to expect that the total debt of tlie agricul- 
turists must have deercim^d in the month.s of Marob and 
April owing to annual repayments towards loans. And 
it may safely L>e presumed that the annual repayments 
towards loans include, in a normal year, the entire 
borrowing for cultivation and crop purposes plus some 
amount repaid towards loans borrowed for intermediate 
and long jieriod purjicses. The Kegistrar of Co-operative 
Societies, Ajmer-Merwara, stated in his writUm memoran- 
dum that the average working capital per memlier in the 
agricultural co-operative credit .smdeties was Hs. 153, and 
estimated that on this basis the amount of capital required 
for (a) expenses during cultivation, (6) capital and per- 
manent improvements, and (c) other sjiecial needs, e.g., 
failure of monsoon, payment of land revenue, etc., for the 
total number of male workers (92,871) engaged in agricul- 
tural production in Ajmer-Merwara would be 
Rs. 1,42,09,263. According to the general trend of the 
evidence given in Ajmer-Merwara, very little, abnost negli- 
gible amounts are borrowed for capital requirements and 
permanent improvements. And assuming that the working 
capital requirod by indebted families for (a) expenses of 
cultivation and (5) other special needs described above, is 
generally repaid to the cr^itors at the end of the year, 
wis will indicate a reduction of the gross debt of 68,294 
agriculturist families of Ajmer-Merwara by as much as 
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R». 1,15,80,540. This may, at first sight, appear to be 
an overestimate of the amount by which the debt of the 
agriculturists is normally reduced at the end of the season 
or the year, as part of the working capital required for 
cultivation purfKMses by the indebted families among the 
agriculturists might well be presumed to l>e owned capital. 
But the <letaile<l results of the extensive survey of indebted- 
ness indicate that this is anything but an overestimate. 
The total amount lx)rrowed for various pur}X)se8 by the agri- 
culturists in 511 village.s is Rs. 1,97,35,175; of this 
Rs. 14,81,473 were borrowed to meet the difficulties of 
famine and other distre.s.ses; Rs. 50,177 for payment of 
land revenue and rent; Rs. 34,06,679 for seed and manure; 
Rs. 60,772 for payment of wages to labourers; and 
Rs. 1,42,809 for petty trade; making a total in all of 
Rs. 51,41,910 for exclusively .seasonal purposes. In addi- 
tion to these amounts, the following were borrowed for 
pur|)Oses w'hich required loans for intermediate terms : — 


Bs. 


Purchase of jiioug)! (■uttUi 

. 

. 

. 17,14,768 

Agricultural irnpicmexilfi 


. 

1 ,230 

Marriage ami cereinonieH 

. 

. 

. 59,98,247 

Edurat ion of children 



6,295 

Litigation .... 

. 

. 

. 1,44,522 


Total . 78,65,002 


Assuming that not a single pie is paid everx' year 
towar<ls repayment of old debt or towards lojins for pur- 
poses which re(|uire long period lojins. e.a., purchase of 
land, and that the amount Iwriowed for purposes which 
require intermediate term loans are repaid by instalments 
spread over a j)eriod of 5 years, thest' figures .suggest that 
the volunte of annual repayments is Rs. 77.14,922 out of the 
total of Rs. 1,97,35,175. In other words, as much as 40 
per t«nt. of the total gross debt is likely to have been reduced 
at th^ end of a normal year. The total gross debt of the 
agriculturists in the whole of Ajmer-Merwara including 
the istimrari area, estimated on the l>asis of the results of 
extensive survey is, as already said above, Rs. 3,54,71,803. 
Reducing this by 40 j)er cent., the normal tlebt of the agri- 
culturist canned exceed Rs. 2,13 lakhs. 
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Intensive enquiries in the villages of the l^lhi PrtJvinoe 
that similar deductions should l)e made from the 
gross debt, distdosed by the extensive survey, for the pur- 
pose of estimating the normal debt of the agriculturists in 
the province. The relevant figures are given below ■. 



Delhi Peovinck Intensive Survey. 

Purposes of Loans. 



Totifc . 21.7J2 I 1.0S,623 1,119 6,680 14,474 1,16,884 2.62,862 29,866 8,448 l,ea,74& 8,06,048 


















Torn . 9.1i3 16^ 
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These figures indicate that as much as 41 per cent, of 
file total debt of these villages has been incurred for pur- 
poses which require working capital for only a few months, 
and should, therefore, be presumed to have been repaid 
at the end of the season or the close of the year, and that 
31-9 per cent, of the total loans, required for intermediate 
terms, may be presumed to have been repaid by a limited 
number of annual instalments, say about five or six. Even 
if the entire amount, borrowed for purposes which usually 
require long term loans, remains absolutely unpaid every 
year, the total debt may fairly be presumed to have been 
reducjed by over 46 f>er cent, of the total debt at the close 
of a normal year. The normal net debt at the end of 
March or April of proprietors and cultivators in Delhi 
cannot therefore excoed Rs. 5T5 lakhs* and that of the 
whole rural population of the Delhi Province is well below 
Rs. 85 lakhs. t 


54 x95.7.‘5 

Too 

t 51 4-:U=:.R5 
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CHAPTER IV. 


The Burden and Effect of Rural Indebtedness. 


29. The real burden of debt varies not only with the 
aiature of the debt but also vvith tbe assets of the borrowers. 


In the villages selected for intensive 
urpoaes o enquiries in Delhi the jvenx'ntage of 

productive debt to the total varies l)etween 69-5 to 7 5, and 
18 on the whole about 40 per cent, of the total debt for the 


14 villages taken together. The detailed figurt»s foi- each 
purpose are reproduc'ed in the statement given lx*low : - 


SANKCOM. 



Delhi Province. 

Purposes of loans. 

jjijHults of investigations in 14 villages of intensi 
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18. Kaiigtt 



{Concluded .) 
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In the villages selected for intensive survey in the 
North-West Frontier Province, only 7-6 per cent, of the 
amount borrowed by owners and tenants is for purpcaes 
connected with cultivation of land, 4-9 per cent, for con- 
tracts and trade, 6 0 per cent, for the purchase of land 
and 21 for education, making in all 20 6 per cent, of the 
total for productive purposes. The landless families bor- 
rowed for the purchase of cattle to the extent of 3-8 per 
cent of the total, 20 0 per cent, for business, -5 per cent, 
for the purchase of land and -4 per cent- for education. 
The detailed figures for each village will be found in the 
following tables ; — 



North-West Frontier Province. 


78 




Noeth-West Frontier Province. 
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Similar details for the villages in Ajmer- Merwara are 

S 'ven below and indicate that 29 3 per cent, of the total 
ans of the rural population is for productive purposee>. 



Intensive Survey, Ajmer-Merwara. 
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If these villages are typical of each province as a whole, 
a substantial portion of the total debt of the rural popu- 
lation consiitutes no real burden at all if the productive 
purposes for which loans have been borrowed are really 
economic investments. 

30 . The intensive and extensive surveys, the results of 
which we summarised in the last chapter, indicate that the 

indebted owners of land are more 
heavily indebted than indebted fami- 
* lies among all other classes of the rural 

population, except the really indebted innhajan^. This 
only illustrates tne general rule that debt follows credit. 
But it does not necessarily follow that the proprietors of 
land are more heavily involved in debt. Within the limited 
amount of time at our disposal, it has not been possible for 
us to analyse the assets of each family of land-owners in 
all the villages selected for intensive survey; hut such 
figures as we have l>een able to com})ile indicate I'learly 
that the assets of the proprietors of land are substantially 
in excess of their gross debt as well as their net debt, and 
that a very small number of agriculturists are really in- 
solvent. The relevant statistics in support of this con- 
clusion are summarised in a convenient form in the tables 
given below: — 
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iW LL\ j ess gfg [ | g tl * ’ ’ * Iwntiu^HH 




Hawaimal 

















Debts and assets oj really indebted owners in eleven of the riUayes selected for intensive survey. 
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(Concluded.) 
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31. The intensive surveys throw interesting light on 
the proportion of the total debt owed by the small peasant 

proprietors or cultivators. In 13 vil- 

tor^r^cu'itivatol^Rcsuhs l^^^*^** Delhi, 399 families, each own- 
of intensive 8urvs|r. ing or Cultivating less than 10 acres, 

owe Rs. 3,04,965 out of a total amount 
of Rs. 5,72,099 Iwrrowed by proprietors and tenants’*; 
in other words, 53-3 per cent, of the total debt was borrowed 
by these sinal! peasant [>roprietors or cultivators. The total 
number of proprietors and cultivators in these villages is 
645 while the number of indebted families among them i.s 
573. Thus 174 families or less than 27 [)er wnt. of the 
agriculturists, each of whom owns or cultivates moi’e than 
10 acres of land owe, in the aggregate, 46-7 per cent, or 
nearly half of the total debt of the agriculturists. In 15 of 
the villages selei’ted in the North-West Frontier Province, 
the aggregate amount borrowed by owners or cultivators 
of holdings below 10 acres of land formed only 38 9 per 
cent, of the total debt of these villagest. 'fhesc .small 
owners or cultivators were in numerical strength 54-8 jter 
cent, of the total. Similar details for Ajmer-Merwara are 
not available; but there is no reason to believe that the posi- 
tion is veiy much different there. 

As has l)een pointed out in Chapter II, the majority of 
the holdings in each of the three provinces are less than 10 
acres in size. But. a substantial part ranging lietween 47 
to 61 per cent, of the debt is owed by a minority of the 
bigger agriculturists, while the majority of the agricultur- 
ists have borrowed in the aggregate only half or less than' 
half the total debt. The agriculturists who have more than 
10 acres of land to cultivate have in normal years generally 
a surplus of income over their domestic expenditure. 
Judging solvency not by assets but even by income, jye are, 
therefore, justified in concluding that quite a considerable 
portion of the rural debt is against persons whose hold- 
ings are not as a rule uneconomic and who have the capacity 
to repay their debts out of their income if they have the 
will and character to do so. 

32. One of the most serious effects of the rural indebted- 
ness is generally an increase in the area mortgaged and in 


♦ Vide Appendii; A, page 102. 
t Vide Appeodix B, page 103. 
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the area sold by the smaller agriculturists. It is, therefore, 
Effect of Rural indei. j>ertinent to examine the figures relat- 
ing to mortgaged areas and mortgage 
money, available from the Revenue Records of tlie villages. 

Taking each district of the North-West Frontier Pro- 
vince separately, we find tluit in the District of Peshawar 
the total existing mortgaged area in 1927-28 was 101,205 
acres against 102,448 in the year 1912-13; there has thus 
been no increase in the total existing mortgaged area 
between 1912-13 and 1927-28, a period of 16 years. 
In 1928-29, however, the figure sliows a slight increase, the 
total mortgaged area l)eing 110,289 acres. Examining 
separately each year since 1912-13, it is found that the 
total exivSting mortgaged area was higher than the figure 
for the year 1912-13 in 1913-14, 1915-16, 1916-17, 1917-18, 
1920-21, 1921-22, 1922-23, 1923-24, 1925 26, 1926-27 and 
1928-29, /.r., in all 11 years out of 17. In spite of the 
general iiu'rease in the year 1928-29 over the figure for 
1912-13, in tAvo out of the four tehsils of this district, viz., 
(’harsada and Nowshera, there was an a|)j)re( iable decrease 
in the mortgaged area; the figure for Charsada Tehsil being 
20,084 acres in 1913-14 Jind 18,440 acres in 1928-29, while 
the (‘orre.spomling figure for Nowshera 1'ehsil was 8,572 in 
the year 1912 13, 7,999 in 1913-14 and 6.793 in 1928-29. 

33. A detailed examination of the figures of mortgages 
Avith agriculturists and those with nofi-agriculturists indi- 
cates, howeA^er, a pronounced replace- 
cuKuu‘'Ld'^nin-3 mcnt of the non-agriculturists by agri- 
cuitnnsi.s— North-West eulturists as mortgagees. In Mardan, 

Fi'ontier Province. ,, . i *1 

the area mortgaged with the agricul- 
turists in the year 1912-13 was only 1,812 acres as against 
9,654 acres with the non agriculturists. In the following 
year (1913-14), the area mortgaged with the agriculturists 
was 16,257 acres, while in the year 1925-26, the year in 
which the new settlement was effected, this jumped up to 
26,289 acres. Thus the percentage of increase is 1,350-4 
over the figure for the year 1912-13 and 61-7 over the corre- 
sponding figure for 1913-14. The percentage of the total 
area mortgaged with the agriculturists to the total exist- 
ing mortga^d area was only 16-8 in the year 1912-13 as 
against 62 per cent, in the year 1913-14 and 76-5 per cent, 
in the year 1925-26. The total area mort^ged with non- 
Agriculturists during the same period declin^ from 9,654 
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Aicres in 1912-13 to 8,082 acres in 1925-26; while the per- 
dentage of the area mortgaged with non-agriculturists to 
tile total existing area mortgaged fell down from 84-2 in 
1912-13 to 2^ 5 in 1925-26. 

Similar increase Inith in the total area mortgaged with 
the agriculturists and in the pen;entage of tlic area mort- 
g^ed with them to the total mortgaged area as a whole is 
disclosed by the figures of the otlier tehsils, as the follow- 
ing abstract will show : — 


Mortaaffes with ayriculturistt'. 


Tehsthi. 

I 


AT TMK TIMK OK l.A)»T 
RKTTLRMK^T. 

rcrcentwgc 

of 

lncrea^. ( ) 

or 

decrease ( — ) 

1 of colttfun 4 
tner 

colitinti 2. 

(S 

f*crc< nt age 
of 

Incr^^ae ( ( ) 
or 

de<*rea*e ( ) 

of column 5 
over 

column 3. 

Tot al area 
mortgaged 
wit h aitrl- 
cult urlst s . 

2 

I'crceiiiagr 
relation to 
total 
cxluting 
murtgaged 
area. 

3 

Total area 
mortgaged 
wit h agri- 
cuitiirlsts. 

4 

l*errrnt age 

1 relation to 
total 
exUt liig 
mortgaged 

area. 

5 


Acrt ». 


Acre«. 




SwAbi 

28,(>(t5 

79 8 

2H.481(<|) 

8.5-4 

: 9 ;• 

♦ 7-01 

Nowthdra . 

4,373 

bit) 

4.843(5) 

68-3 

. 6 2 

^ 33 92 

Mardan 

1.K12 

1.5 8 

2tt.2H9(r) 1 

7«’5 

i 1.3.50 4 

d 384’ 1 

Oharaada . 

13.492 

07 2 

12. 791(d) 1 

72 8 

.5 • 2 

- 803 

IVshawar . 

5,360 

39-7 

lt).95.'9f) ! 

72 1 

104 J 

d Ml (U 


Exactly opposite is tlie case witli non-agriculturists. 
Not only the total area mortgaged with them has decreased 
but its percentage to the total has declined. 

M ortxKKjcs iritli iwri-agrirullu lists . 


Tf 

1 

191: 

-13. 

AT THK ri^K OK TUK 
LAST HKTTLKMgNT. 

Percent hu< 
of 

inert as* i ) 

• t! 

<lr*er*'a«<- i j 
of coluiun 4 
o\ * 1 

column 2. 

d 

I'crceiit age 
of 

IncreoMc ( ' ) 
or 

tl<‘< reue* ( 

of (oltimii I> 
<»ver 
t'olomn 

7 

Total area 
mort gaged 
with n<-iJ- 
agrlciil- 
turlatH . 

2 

Percentage 
of t lie 
total 
existing 
mort gaged 
area. 

.3 

Tot al area 
mortgag<'d 
with non- 
agriculturist A. 

4 

Percent ag« 
of the 
total 
existing 
mort gaged 
area. 

.5 


A erf'a . 


Acre*, 




Hwabi 

6,698 

20 2 

4,870 

1 14 6 

20*0 ! 

27 6 

Hardaii 

9,854 

84 2 

8.082 

1 23 5 

lO.t 

32 7 

Nowahfra 

4,199 

48 9 

2,1.50 

! 31 7 

... 48 '7 1 

3.5-2 

Charsada . 

6,. 592 

32-8 

4,833 

27-4 

20 7 

- Id. 5 

Pcabawar . 

8.167 

80-2 

4,089 

2< -2 

j 

54 U 


(a of 

(ifj „ „ 1924-9. 

(iu „ .. 192 '»-6. 

id) „ „ 1928-7. 

(g) „ „ l92d-9. 




34. For the Bannu District, the Local Administration 
lias supplied the figures of the total existing mortgaged 
nrea in each tehsil for all years since 1907-8 when the last 
settlement was made ; and we find that while there has been 
a general rise in the total existing area mortgaged during 
each year since 1913-14, there has been a steady decline not 
only in the total existing mortgaged area with non-agri- 
culturists but also in the percentage of the mortgaged area 
in favour of non-agriculturists to the total existing area 
^Mortgaged. The relevant figures are summarised below : — 


Total existing mortgaged area. 




Bannu 

Tehsil. 

Lakki 

Tehsil. 

Bannu 

Bistriot. 

1907-00 


43,0r)6 

147,402 

190,468 

1913-14 


43,600 

139,037 

182,703 

1928-29 


46,469 

158,909 

206,378 


Mortgages 

with no n -agrictil turists. 



Bannu Tohsil. Lakki Tehsil. B&anu 

District. 


Area. 

Percent- ^rea. 
age. 

Area. 

age. 

Peroent- 

age. 

1907-08 

7,784 

1807 38,974 

26-4 46,758 

245 

1913-14 

7,G37 

17 4 34,234 

24-6 42,171 

2307 

1928-29 

7,197 

164 ;14,207 

21-5 41,724 

20-3 


In the District of Dera Ismail Khan there is a general 
• decline in the total existing mortgaged area, a rise in the 
total existing area mortgaged with the agriculturists both 
in the tehsils of Dera Ismail Khan and Tank, and a heavy 
decline in the total existing area with non-agriculturists 
in each tehsil of the District. 



Dera 

Ismail 

Khan. 

Tank. 

Kulachi. 

Total 

1912-13 

132.65.5 

93,502 

78,608 

302,765 

1913-14 

133,222 

93,627 

70,182 

297, all 

1928-29 

115,412 

90,L>8 

57,036 

262,006 


griculturists. 



1912-13 

28,616 

54,969 

49,921 

133,506 

1928-29 

37,1-54 

57,036 

38,575 

132,765 


W i th non-agri culturists . 



1912-13 

104,ft39 

38,533 

26,687 

169.259 

1928^29 

78,268 

33,122 

18,461 

129,841 



35. In the case of the other districts of the North 
West Frontier Pn>vince, only the yearly fi^ires of the 
iirea mortgaged every year are available. These figur^ 
show that since 1913 the area mortgaged every year in 
Abbottabad Tehsil has been generally dadining; for 
example the area mortgaged in 1928-29 was 2,549 acres 
as against 5,517 acres in 1913. In other words the annual 
mortgaged area in the latest year for which figures are 
available is less than half of what it was in 1913 and the 
decline is general both in the amount of land mortgaged 
with agriculturists and that in favour of non-agricultur- 
ists. This can easily be seen by a glance at the following 
table : — 



A hhottahad Tehsil- 



With aj^ri- 

With non- 


oulturists. 

ajip^culturiiti 

1913 

6,358 

159 

1928 

2,446 

103 


Haripur Tehsil . 


1913 

. . . . 4,997 

339 

192a-29 . 

3,497 

179 


Mansehra Tehsil, 


1913-14 . 

10,297 

115 

1928-29 , 

6,642 

50 


For the District of Kohat, the Local Administration 
was unable to give us separate figures for the area mort- 
gaged every year with agriculturists and non-agriculturists, 
but the following available figures indicate a general 
decline in the area annually mortgaged sinc'e the year 
1913-14. 



Kohat 

Tehsil. 

Hangu. 

Ten. 

1913-14 

1,697 

369 

6,895 

192S-29 

602 

249 

3,130 


36. As regards mortgage money, there has been a 
marked rise up to 1920 or 1922 even in the Tehsils in which 

there has teen a fall in the total area 


Mortgage money — North- 
West Frontier Province. 


mortgaged. We have no information 
as to the amount of mortgage monc'y 


at the time of the previous settlement 
for any tehsil in the Peshawar District ex(,;ept Peshawar 
Tehsil In Peshawar Tehsil the mortgage money for 
mortgages with possession has, during the interval between 
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the last two settlements, risen from Ra. 7,90,824 to Rs. 
23,47,428, while the area of existing mortgages with poss- 
ession with the agriculturists has declined from 20,182 
acres to 10,953 acres. The mortgage money for mortgages 
with possession with non-agriculturists has also risen 
during the ^nie period from Rs. 7,40,287 at the previous 
settlement to Rs. 9,10,654, at the last settlement; but 
in this case the area mortgaged with possession with non- 
agriculturists show's even a heavier decline, from 11,544 
to 4,089 acres 'I’he mortgage money for the existing 
mortgages with fH)ssession at tlie most recent settlement 
was Rs. 32,58,089 in Peshawar Tehsil, Rs. 39,40,246 in 
Charsada, Rs, 38,23,322 in Mardan, Rs. 9.57,597 in 
Now'shera, and Rs. 55,71.925 in Swabi. the total for the 
whole district aggregating Rs. 1,75.51,179. 

In the District of Bannu there has been a marked rise 
in the total mortgap money not only in the district as a 
whole but in each of the tehsils, as the following table will 
show ; — 

Bannu. I^akki. Bannu Diatrict. 

lU. R«. Ra. 

]907-08 . .'l4,.SS,;Me 41, 71,616 85,04,636 

1013-14 37,02,480 .52,43.577 97,88,631 

1028-20 . ()6,.50,()20 02,98,900 15,95,828 

'riie same thing lias happened in all the tehsils of the 
Dera Ismal Khan District. The relevant figures are given 
below ; — 



D«ra 

LHmail 

Khan. 

Tank. 

Kulachi. 

Total. 


Kh. 

Ra. 

Rs. 

Re. 


i;i,2(>,550 

8,37,824 

7,66,082 

21,76,456 

1913-11 

13.21,578 

8,90,325 

7,65,372 

29,77,275 

1928-2^) 

30.1K)J04 

1(>,1 1,377 

11,13,702 

.58,15,183 


Similar information as to the mortgage money for the 
total existing mortgaged area in the Hazara District is not 
available ; but even the mortgage money for the area annu- 
ally mortgaged in the different tehsils of this district shows 
an appreciable rise, as the following figures for each tehsil 
will show' : 



1913 14. 

1928-29. 


Ra. 

Rfi. 

Abbottabad 

4,33,399 

4,53,720 

Haripiir 

4,30,097 

5,50,153 

M&nsobra 

6,35,609 

7,96,965 



In the K<^t Tehsil the annual figures for mortgage 
money for the area mortgaged each year show a marketl rise 
between 1913 and 1922 and a heavy decline since 1922-23. 
The mortgage money for the area mortgaged in 1928-29 is 
lower than even the c*or responding figure for 1913. 

Ra. 

1913 93,286 

1922-2.) ....... 1,97,618 

1.19,636 

1928-29 67,077 

In Hangu Teh-sil there was a continuous rise in the 
mortgage money for yearly mortgages Ixitween 1913 and 
1921-22, hut a steady decline from 1922-23 onwards, the 
actual figures being ; 



lU. 




msm 

1^*28-29 

54,124 


Similarly, in 'I’eri Tehsil there was a rise in the mort- 
gage money for yearly mortgages lietween 1913 to 1929, hut 
a decline from ]92t)-21 U) 1928-29. 




191344 

2,19,718 

3920-21 

3,14,499 

1927-28 

2,14,880 

I92H-29 

2,38jm 


For Hazara, we have no figures of the total existing 
mortgage money in any of the previous years to enable us 
to make a useful compari.son with the ])resent state of 
affairs. 


Price — North- 

ererywhere as 

the following fig! 

Frontier Province 
era! Kesults. 

will show: — 



Tehsils, 

1913-14. 


1928-29 


Rs. 


Rh. 

Abbottahad 

78*5 


178- 

Haripiir 

80*6 


149‘6 

Man^ehra 

61 04 


140-01 


1913-14. 

1922-23. 

1928-29. 


R». 

Rs 

Yin. 

Kohat 

58*3 

1134 

1.336 

Hangu 

Teri. 

10904 

31*8 

269*2 

63*2 

217 3 
94*6 
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1907-08. 


1913-14 

1928-2^) 


Ba. 



Ba 

Bannu 

81.0 


84*8 

143-3 

Lakki 

28-3 


37.6 

68-8 



1912-13. 


1928-29 



Rs. 


Ba. 

Dera Ismail Khan 


10 


2C-6 

Tank 


8'9 


17 8 

Kulachi 


10 


191 


Our examination of the mortgage figures in the North- 
West Frontier Province thus shows a tremendous rise in 
the mortgage money per acre, only a, slight fall in the total 
area mortgaged, a substantial rise in the area mortgaged 
with agriculturists, and a considerable replacement of 
non-agriculturists, by agriculturists as mortgagees. 
Evidently then the rise in the mortgage money per acre 
has not enabled the smaller agriculturists to redeem as 
much area as they should have done. 

38. For the Province of Delhi we were unable to get 
the statement of mortgages prepared at the time of the last 

settlement as the record had been des- 
Deiw!^**^** Iroyed. Our endeavour to obtain from 

the superior revenue officers a rough 
estimate of the proportion of land redeemed every year to 
either the total of the existing mortgaged land or to the 
area newly mortgaged in each year was infructuous. The 
only figures available for a series of years were the- 
following : — 







These figures show that the yearly mortgaged area 
declined during the period 1913-14 to 1918-19, rose during 
the year 1920-21 , and continued once again to decline there- 
after till the year 1925-26, after which it began to increase 
every year till 1928-29, when the total figure rose nearly to 
the same height as in the year 1913-14. The mortgage 
money has generally risen except in the period 1920-21 to 
1926-27. But even during these years oi decline it was a 
much higher amount than for any year before 1918-19. 
The mortgage money per acre has also ))een rising continu- 
ously till the year 1925-26, being Rs. 107-8 in 1913-14, 
Rs. '172-5 in 1920-21, Rs. 198-2 in 1921-22 and Rs. 232 5 in 
1925-26, but after tlie year 1926-27 it showed a tendency 
to fall till the year 1928-29 when it was only Rs. 16S 09. 

39. It is interesting to note that het-w-een 1912-13 and 
1922-23 the area redeemed every year was greater than the 

area mortgaged except in 1920-21. 
g«?eaZd-D\ih!. total area mortgaged during this 

period is 26,839 acres as against 34,110 
acres of the area redeemed and yet, except in the years 
1912 and 1913, the money paid towards redemption of land 
is substantially leas than the mortgage money for the area 
newly mortgaged. Since 1923-24 the area mortgaged is 
every year greater than the area redeemed. Taking the 
period since 1912-13 as a whole the area mortgaged is 
40,074 acres while the area redeemed is 48,409 acres. And 
the total mortgage money during this period was 
Rs. 66, 94, 786 while the mortgage money discharged amount- 
ed to Rs. 42,29,146. 

It is not possible to explain away these facts by suppos- 
ing that land of better quality was being mortgaged and 
that inferior land was being redeemed during this period; 
l)ecaiise even the irrigated area redeemed is in excess of the 
irrigated area mortgaged. The Revenue Assistant, Delhi, 
wiis requested to look carefullv into the village record.s of 
a few villages in order to discover the most reasonable 
explanation; and as the result of his enquiry he wrote back 
as follows : — 

“ Just to give you an idea I have examined the figures 
of one village, namely Bhatawarpur. Going backwards 
from 1928-29 I found that the figures of the year 1918-19 
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were similar to those under discussion. They are given 
below : — 

Aim. Mortgiigi^ mtmoy. 

Arrest, R». 

Mortgages , 25 8,0TV» 

Redemption of mortgages 45 7,1 iO 

Out of 43 acres redeemed, 27 acres were redeemed for 
Rs. 4,304 and out of these 27 acres 8 acres were kept by 
the owners and 19 acres were again tnortgaged for 
Rs. 5.930. So out of 25 acres mortgaged, only 6 acres were 
newly mortgaged and a portion (19 acres) of the area 
redeemed wms re-mortgaged for an amount larg(‘r than that 
for which the whole area (27 acres) was previously mort 


gaged. Thus the mortgage money 

increased in 

the case of 

mortgages and the area 

in the case of redemptions. To 

make a full enquiry for the whole i 

ii'oyiiue requires special 

staff. The work is Uk* 

liea vy to 

he undertaken by the 

ordinary .staff ”, 




40. This explanation 

is corroiiorated i)y tlie 

marked rise 

in the mortgage money per acre till 

1924-25 and the rise in 

Mortgago and sale price thc Sale Value 

per acre till 

1923-24 as 

of land— Delhi. showii ill the followiiig table: — 

^'ear. 

Mortgajfe 

money 

acre. 

Rodemjdjoii 

money 

})er acre. 

.^’ale moi 
j>or acr 

1912-13 

112 8 

6J1-3 

114 6 

I9l;l-14 

107.7 

71*5 

127*7 

1914-15 

101 4 

68*6 

110*4 

1915-16 

124 5 

596 

167*4 

1916-17 

111 5 

84*1 

236*(3 

1917-18 

K39 6 

85-3 

363*2 

1918-19 

151*8 

101 8 

249*8 

1919-20 

172 5 

1124 

793 1 

1920-21 

198 2 

139 8 

365*6 

1921-22 

1984 

124*0 

689*6 

1922-23 

217*3 

110-4 

4:i62 

1923-24 

198*9 

89*4 

1 .r>89*6 

1924-25 

232 5 

187*3 

289*8 

1925-26 

205*7 

155*2 

480*2 

1926-27 

2086 

124*2 

315*2 

1927-28 

199*1 

100*6 

313 5 

1928-29 

188*0 

i:i6*4 

.TO* 5 


The conclusion is irresistible that the rise in the price 
of land has benefited the indebted agriculturists by enab- 
ling them to redeem more land than they have mortgage 
during this period of rising prices, and the fact that their 
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total mortgage debt is increasing does not necessarily mean 
that they are more heavily involved than before. 

41. As for the relative share of the agriculturist and 
the noii-Hgriculturist mortgagees, we have no separate yearly 

fibres available for Delhi except for 
Mortgage, with agricui- Shahdara Ilaqa for the years 1915-16 
turiat.— Delhi.**”" to 1927-28. But the following figures 

supplied by the Revenue Assistant, 
Delhi, clearly show that the total mortgaged area in the 
hands of non-agriculturists at present is comparatively 
small in the whole province and almost negligible in tracts 
other than Shahdara. 


— 

Total. 

With 

agricul- 

turists. 

! 

With non-ugricul* 
turlsts. 

Percentage of 
column 4 to 
column 2 . 

Area of wliich rights 
of ownership are 
tuortgaffed wit h 

imSHeaMlou , 

Area of which occu- 
pancy rights are 
tnorigaged . 

Acres. 

21.636 

1,581 

( Acres. 
18,774 

1 ,239 

Acres. 

2.862 

(tncludiug 1.75<> 
ucri's in 8hahdara 
tract). 

342 

(a) 13-2 

{b) 5-4 (excluding 

the area in Shahdara 
tract). 

27-6 


Even in the Shahdara Ilaqa, to which the J.,and Aliena- 
tion Act has not yet been ajiplied, the sales by non-agricul- 
turists in favour of agriculturists exceed the sales in favour 
of non-agriculturists by agriculturists by 65 acres. In this 
tract the mortgages with possession by agriculturists in 
favour of non-agriculturists exceeded those by non-agricul- 
turists in favour of agriculturists by 366 acres during the 
years 1915-16 to 1927-28; but the area of mortgages with 
possession redeemed by the non-agriculturists was only 67 
acres as against 288 acres redeemed by agriculturists from 
non-agriculturists, so that the gain by agriculturists of 221 
acres on this account reduces the net loss of agriculturists 
to only 145 acres. Thus even in a tract where the Land 
Alienation Act was not in force, there has been no marked 
tendency towards the displacement of the agriculturist 
either as an owner or as a mortgagee. 

42. The material supplied by the Local Administration 
for tho Ajmer-Merwara Province is rather scanty, but such 

as it is, it clearly indicates that both 
mortgaged annually and the 
mortgage money for fresh mortgagee 
have in recent years declined far below the level of the year 
1913. The relevant figures are given below : — 
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43. The general conclusions to which the figures of 

mortgage area and mortgage money 
niay now he vsummed up as 
follows ; — - 

(1) The mortgage debt is increasing everywhere. 

(2) The rise in the value of land and the mortgage 

money per acre has till recently prevented any 
considerable increase in the total mortgaged 
area and has in some tehsils actually led to a 
decrease. 

(3) There has been a rapid replacement of non-agri- 

culturist by agriculturist mortgagees iii Delhi 
and the North-West Frontier Province. 

(4) The fall in the mortgage money and in sale value 

per acre during the ljust 5 to 6 years, combined 
with protective laws and (‘ustoms against the 
non-agriculturists, point to a more rapid dis- 
possession of the smaller agriculturists by 
bigger agriculturists in the future, if the ten- 
dency to falling prices of agricultural produce 
continues for some time to come. The prospect 
is disquieting sj>ecially in the North-West 
Frontier Province where tenants-at-will form 
already t(X) large a proportion of the agricul- 
turists, where translK)rder people are corning in 
both as purchasers of land and tenants of big 
landlords, and where, according to the calcu- 
lations placed l>efore us by the agricultural 
expert of the province, it is not possible for 
tenants working under the prevailing batai 
system on 5^ acrc*s of the very best land to make 
both ends meet, even when they are completely 
free from debt. 

44. We have no recent figures available regarding the 
gains and losses of the agricrdtirrist.s by sale and purchase 

of land in any tehsil of the Centrally 
T«B»dency for i&nd to Administered Areas except the figures 
with regard to sales of land to agricrrl- 
turists and non-agriculturists in the 
four tehsils of the Peshawar District of the North-West 
Frontier Province. Between the previous settlement and 
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the last settlement in Peshawar Tehsil the total area sold 
to agriculturists was 36,361 acres as against 5,054 aci*e8 
sold to non-agriculturists, the average price per acre paid 
by the agriculturists being Rs. 300 as against Rs. 359 paid 
by the non-agriculturists. In Mardan, the area sold to 
agriculturists between the two settlements was 58,168 acres 
as against 12,123 acres sold to non-agriculturists, the 
price per acre paid by the non-agriculturist being Rs. 173 
per acre as against only Rs. 101 per acre paid by the agri- 
culturist. During the same interval the total area sold 
to agriculturists in Swabi Tehsil was 17,526 acres as 
against 2,655 acres sold to non-agriculturists, while 
the average sale price per acre paid by the agriculturist 
was Rs. 190 as against Rs. 177 paid by the non-agricultur- 
ist. In the Tehsil of Charsada, the sales to agricul- 
turists between the tw’o settlements amounted to 38,374 
acres of land as against 4,526 acres in favour of non- 
agriculturists, the average rate at which land was sold to 
the agriculturist being Rs. 160 as against Rs. 182 per acre 
paid by the non-agriculturist. It is plain that the ten- 
dency for land to pass into the hands of the bigger agricul- 
turists at a cheaper price has in recent years been accen- 
tuated in the district of Peshawar. The older settlement 
reports in other tehsils of the province reveal the same ten- 
dency. The Assessment Report of 1906 of the Ahbottabad 
Tehsil of the Hazara District shows that the percentage of 
the cultivated area sold since the previous settlement to 
non-agriculturists was only 1 ’9 while that of the area sold 
to agriculturists was 1T3. The settlement report of 
Kohat District of 1905 mentions that only 1 /9th of the area 
sold passed into the hands of non-agriculturists while 
the rest of the alienations were among the land owners 
themselves. 


Exaction of free ser- 
Mcm from borrowers. 


45. During the course of our public sittings, allegations 
were made that creditors, specially the agriculturist credi- 
tors, received in addition to interest 
on loans free services of the borrowers 
for various purposes, but as a result of 
our examination of the witnesses who alleged the pre- 
v-alerioe of such a practice and further enquiries on the sub- 
ject, we have come to the conclusion that this is true in 
exceptional cases only, and that even where services are 
rendered to the creditors, they are paid for to an appreci- 
able extent. 
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Another ^l^ed effect of the indebtedness is that 
•Jthe indebted agriculturist is com^lted to sell his produce 
_ to his creditors at prides which are far 
JOB di^xjsai of*pNldTOeT* bclow the market rates. This will be 

more conveniently examined in the 
chapter on marketing. 


«AjrKC01I. 
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CHAPTER V. 

RatEvS of interest in Rural Areas. 

47. The stipulated rates of interest vary with the 
character of the borrower, the security offered by him and 

sometimes the purposes for which he 
boiTows. It has Dot been an easy task 
to ascertain what the ordinary 
stipulated rates of interest actually are in the three pro- 
vinces. In Ajmer, the Registrar of Co-operative S<x;ie- 
ties told us that 15 per cent, to 24 per cent, per annum was- 
the usual rate of the local money-lenders and that their 
extraordinary rates were as high as 37|, 50, 75 and 150 
per cent. ; while one of his Inspectors suggested that 36 per 
cent, was a common rate. On the other hand, some of the 
agriculturists whom we interviewed admitted that 12 per 
cent, was quite a common rate, and some of the money- 
lenders sought to prove this by showing us the entries in' 
their bonds and in the account books. Our analysis of tha 
results of survey in 511 villages of Ajmer-Merwara, how- 
ever, leaves no doubt that the ordinary or the most 
widely prevalent rate of interest on mortgage of 
agricultural land is 12 per cent, per annum in Jawaja, 
Nayanagar and Kalinjar assessment circles of the Beawar 
Tehsil, in the Bali circle of the Todgarh Tehsil, in the 
Ramser circle of the Ajmer Tehsil and in Kekri, 18^, 
per cent, in the Chang circle of the Beawar Tehsil, 13-5 per 
cent, in the Bhiem circle of Todgarh, and 10’5 per cent, 
in the Bhagana circle in Todgarh ; 9 per cent, in the 
Gugwana, Srinagar, and Derathu circles of the Ajmer 
Tehsil; and only 6 per cent, in the Pushkar and Jethana 
assessment circles in the Ajmer Tehsil. The stipulated’ 
rates on unsecured loans are appreciably higher in most 
circles, being 18 per cent, in Srinagar (Ajmer Tehsil), in 
Bali (Todgarh Tehsil) and in all the four assessment circles 
of th^ Beawar Tehsil, viz., Jawaja, Nayanagar, Chang 
and Kalinjar, 15 per cent, in the Bhiem and Baghana 
circles of Todgarh, in Pushkar circle of the Ajmer Tehsil, 
and i» Kekri, and 12 per cent, in the remaining circles of 
Ajm«r, viz., Ramser, Gugwana, Jethana and Derathu. 
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48- Are these stip^ated rates aetuaU^ realised by the 
private creditor, particularly the non-awncnlturist money- 
lender who cann<^ fall back upon the 
iif^irii^ ***** agriculturists’ land as his 

ultimate means of recovery? On this 
important point, we have taken codsiderable pains to sift 
the truth from a mass of conflicting evidence which we 
received in the course of our public sittings. The first 
reliable piece of first hand information came from the 
Income-tax Officer, Ajmer, who emphatically said that 
" the full amount due is never received ” by the money- 
lender. Officials of the Co-operative Department in Ajmer 
made admissions to the same effect during the course of 
their examination. The Registrar of Co-operative Socie- 
ties, Ajmer, admitted that some of the investments made 
by money-lenders were “ unsafe ” and that “ payments in 
some cases were made through compromise • * in kind, 
known as bharna, by giving manure, cattle, fodder, etc.”. 
When asked what exactly he meant by bhama, he explained, 
“ sometimes the price of cattle is fixed at a higher rate 
than what it is reaUy worth On the whole, this witness 
was of the opinion that “ after making allowances for the 
return of the capital employed, either by borrowing from 
outside or owned, for legal expenses, management charges, 
incidental charges and risks involved ” the money-len<fera 
receive a “ net return of 6 per cent., or Jrd the rate of 
interest thev charge The Assessment Report of the 
Todgarh Tehsil speaks in the same vein *. “ But the fact ia 
of course that tne nominal annual interest charges are 
probably as a rule seldom satisfied in full.” 

49. Interesting light on this point is thrown by certain 
statements contained in the reports on the working of the 

co-operative credit societies in Ajmer- 
^*"*~ Merwara for the years ending June 
1917 and 1918. In 1916-17, the officer- 
in-ohaige of the co-operative societies remarked that 
in carrving out the scheme of redemption of land and 
liquidation of old debts on behalf of the members of the 
co-operative society he was able to induce money-lenders 
to accept in fvU settiewumt of their claims, 9 annas in the 
rupee. The report of 1916 again mentions that the 
makajans’ debt of Be. 61,984 was oompoimded for only 
Bs. 42,546. In oilwr words, the mahajasu realised in 
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1917-18 only 68 '9 per cent, of the total debt due to them. 
Tf this debt was of 3 years’ standing at 24 per cent, simple 
interest, the mahajans received only Re, 118 for 100 at the 
end of 3 years, which gives only 6 per cent, simple interest. 
Tf the debt was of 2 years’ standing they got only Rs. 110*9 
for Rs. 100 which means 1^ than 10*9 per cent, intereet 
in two years or 5*4 per cent, per annnm. If the debt was 
of 3 years’ standing at 12 per cent., the mahajans received 
only Rs. 93 for Rs. 100 at the end of 3 years and if the 
debt was of 2 years’ standing it works out at 85 for every 
100 given at the end of 2 years. If the amounts had been 
advanced at compound interest the mahajans should have 
received at 24 per cent., 190 6 at the end of 3 years for 
every 100; but under this settlement they received only 
131 '3 for 100 which means 10 per cent, simple interest. 
Tf the rate of interest was 12 per cent, the creditor received 
only 97 for every Rs. 100 which means that he actually 
lost on the transaction. 

In view of some doubts raised by the present 
Registrar of Co-operative Societies, Ajmer, as to the 
bond fides of these transactions on account of the 
possible collusion of the subordinates in the Co-operative 
Department, it is worth while quoting the relevant extract, 
which reads as follows : — 

“ The lands redeemed were either held by mortgagees iu physi- 
rnl po.sse.ssioii or on (jhiKjhri rent. In cases wliere mortgagees 
were in actual possession of land there had been very great difficulty 
owing to their unwillingness to part with it and reduction in 
claims was all the more difficult inasmuch ns the refusal of the 
mortgagee meant that the mortgager’s course was to sue for re- 
demption in the law courts and thus to drag the mortgagor to un- 
necessary and ruinous litigation. With considerable tact these 
difficulties were overcome and on the whole there was an all round 
reduction of 20 per cent, in settlement of cases of mortgages with 
possession. In freeing the mortgages without possession there 
were comparatively less difficulties and the reduction in claims 
amounted to 25 per cent, on an average. In compounding the 
old debts the mahajans had given no less trouble. These debts 
consisted of khat-a debts, bond debts, decretal debts, ghughri debts, 
and in all sufffi cases the accounts from, the very beginning were 
overJiauUd and exmined before the settlement was arrived at. The 
Inspector of Co-operative Societies (concerned), with the SeOTetaty 
of the local society, was present with the Manager of the Central 
Oo-operative Bank who carried with him a peripatetic treasury 
frdm village to village. The panchayat was callra, the accounts 
as examined by the Inspector and the Managper were explained 
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to them. They were then asked if they wanted to settle it. 
There was canvassing for some time on either side. When a rea- 
sonable figure was arrived at and when the whole ^nohayat agreetl, 
the amount was paid then and there and receipts obtained for 
the sum thus settled. The reduction in claims depended on the 
nature of debts according as they were old or new and on the 
rates of interest ; thus it was that Rs. 1,67,018 were paid on 
account of old debts and with it debts were repaid to the extent 
of Rs. 2,80,000, which gives on an average a reduction of 7 annas 
in the rupee. / hml personall}) to do a good deal in this matter 
and to supervise the entire arrangements, and on the whole I 
was glad that a task which at one time seemed unmanageable 
and arduous could be overcome with tact to the entire satisfaction 
of the agricultural members of co-operattive societies.” That 
these w’ere not isolated ca-ses was further proved by the readiness 
of almost all money-lenders, whom we inteivieweu, to compound 
their debts for much smaller sums than their dues. 

50. All this was corroborated by the account books 
and books containing decrees of money-lenders which 

some members of our committee were 
ra^‘orSter«t7^thl able to examine with the help of 
^nnt books of money- the supcrior rcvcnue officials in Ajmer 
*" and Beawar. Full details of some of 

the typical cases are given on pages 190-193 of the printed 
volume of evidence in Ajmer-Merwara; and these prove 
that in estimating the real net interest, due allowance has 
to be made for the following : — 

(1) Interest given up by the plaintiff in his plaint or 

at the time of settling old accounts and renew- 
ing them. 

(2) Interest not allowed by the court at the stipulated 

rate. 

(3) Interest not allowed by the court during the pend- 

ancy of the suit. 

(4) Interest reduced or not allowed by the court after 

the date of the decree. 

(5) The number of instalments allowed without interest 

so long as instalments were paid in time. 

(6) Interest reduced or not allowed oh costs. 

(7) Infmctnoos execation applications and inordinate 

delays in l^al proceedings particularly those 

relating to execution prooe^ings. 

(8) Compromises made, particularly the practice ot 

bhama. 
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(9) Absolute uou-reooveiy so far of both principal and 
interest in a large percentage of cases. 

Some of the money-leaders in this province summed 
lip their statement of the actual facts as follows : — 

“ Chi the whole out of 60 cases of agriculturirt 
borrowers about 20 pay in full, about 20 pay half the 
amount and about the same number of people pay onW 
the bare principal. To keep within the limitation period 
and to avoid the expenses of law courts, we have very often 
to feed our clients and to pay the legal expenses in order 
to get our bonds renewed and scanetimes by agreements 
among ourselves show payment on the back of it without 
actually receiving anything from the borrower and so keep 
in force the debts due to us. This year, for instance we 
had locusts but still we had to lend for seed to agricul- 
turists. We did it in the hope of getting some profit if 
the crops turned out to be good, and the agriculturists 
cultivated land in the hope of getting good crops. If the 
agriculturist does not get crops, he cannot pay us and we 
have to live on mere hopes.” 

61. To test further the correctness of these facts we 
requested the judicial officers to pick out at random a 

few decided oases and send them to us 


Evidence regarding 
rates of interest from 
co*irt caaee. 


for our examination. Appendix VII 
(b) gives a summary of the facts of each 
case we examined, and shows that on 


almost every essential point the complaints of creditors 
are, on the whole, substantially true. 


52. Much the same is the result of our investigations 
in Delhi. The intensive surveys indicate the following to 
Results of intwisive sur be the prevailing stipulated rates of 

veys in Delhi regarding * 

prevailing rates of in- interest , 


Kamai villaga*. 

SUampur . . . . 

Ki^pur Kkurd . 


Mortgage Debt. 

Dpen Debt. 

Ordtery rata of 
intereet per 

aauMtfn. 

Ordinary rate of 
iitterest per 
ammau 

Income produoed from land 
innai%gai||pB<d wftii paaseimtoii. 
Ditto * . , * 

Per cent. 

24 


■IS?’ 









10 » 


Hwrtyiy DeM. I Ovwt DafaL 


K»mcfl qI TiSi^Mu 

Qrdinihrv retool J 

InierMit j>er 

Annum. 

< 

Ordinary mlnnf 
interost par 
annum. 

JWMiMr Kain 

> .... 

For oent. 

19 

Akb«q»ur Majr» 

Inoome produomi from Initd 
mortgaged with posMUiMion. 

12 

MolianuMd^r Majri . 

Ditto 

18 

Hmis Rani 

Ditto 

24 

JlutngoU ..... 

12 per cent. .... 

15 

XXhUiifMiunt 

Income produced from land 
inortgaged with pOAeeeeion. 

24 

Bliahpur Jat .... 

Ditto 

21 

Nangli SoJcravti 

Ditto 

24 

Jonapor ..... 

Ditto 

24 

..... 

24 per (?ent. .... 

24 

Nangloi Sayyad. 

18 pet cent. .... 

18 

Manjid Moth .... 

Income pro<lu<jt.Mi fn>m land 
mortgaged with {KMiMeaMioii. 

12 

53. The actually realised rates appear to be substaja> 
tially lower. 'I’he oflk ials of the 1 iiconie-'rax Department, 


who collaborated in the preparation 

^Actually reahsfd rat^s of Hole SUbniitted tO US. U fM C all 

aurvey intonsiva opinion that “ not only the riak 

of losing the capital is usually very 
great but even when recovered, repayments are in small 
dozes and spread over a long period of time ”, and that 
“ at the time of settlement very ample deductkmg are 
made ”, and that the Department’s presumptive rate of 
realised interest for rural money-lenders based upon their 
examination of many account b^ks varied between 9 and 
11 per oent. The zamindar witnesses also agreed that the 
iKKt>>ag:riettlturial money-lender's recoveries had been very 
eipatt dsrang ket ten years, that he had vcnry often to 
leeept im. payment tiie hareower’s cattle at a price far 
M^hav tiaraa tiiM^ actnMd prior mtmtmm was wnpes- 

sifaJe otherwise, and that thero wee generally an appr^ 
ciable gap between hw st^eiated' rates of interest and his 
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actual realisation by execution of a decree. The records 
of the cases picked up at random from the files of the law 
courts in Delhi strengthen these statements*. 


54. In the North-West Frontier Province, the 
stipulated rates show a much wider range of variations, 
stipulated rate* of in- and the maximum rates are said to be 
much higher. 


iereat in the North-West 
Frontier Province, 


Names of villages. 

Mortgage Debt. 

Ordinary rate 
of interest 
per annum. 

Open Debt. 

Ordinal^ rat© 
of interest 
per annum. 

Chamkani ...... 

Income produced 
from land 
mortgaged with 
{>OBsession. 

30 Per cent. 

Hangu ....... 

Ditto. 

30 

Kot Najibullah ...... 

12 Per cent. 

12J 

<3ul Imam ...... 

14 

12 

Phamtour ...... 

12 

m 

Ghoriwala ...... 

12 

18i 

Billitang ....... 

12 

:>6i 

JVIayar ....... 

12 

271 „ 

Maddi ....... 

12 

18 

Potah 

6 „ 

18J 

Pabbi 


21 

lAohi Bala 

18 

27 

Shabqadar 

18 

24 

Bhahbai Khel ...... 

15 

24 


The evidence is, however, very strong that the actually 
realised rates by non-agriculturist money-lenders are 
substantially lower. The Income-tax OflBoer, Peshawar, 
estimates the net return of the village money-lendear at 12 
per cent, per annum. Mufti Abdul Latif , Munsifi in the 
eity of Peshawar, states : “ The village money-toiider in 


• Vide Appendix VII* 






Hie plaint claims rates of interest varying between 12 and 
36 per cent, but the courts seldom award him more than 18 
per cent. This is not a net return on his capital. Taking 
the cost of all the proceedings necessary for realising money 
I am of opinion that his net return would come to about 
12 per cent. The bigger money-lenders’ rates are generally 
lower and the return they get is, I believe, between 9 and 
12 per cent.” Nawab Sir Dost Mohammad Khan, a vener- 
able old gentleman and a big landlord in intimate touch 
with his villagers, said that the rates of big sahukars were 
not at all high, that even .small Hindu shopkeepers, whose 
stipulated rates were high, generally det'reased their rates 
of interest substantially at the time of settlement of 
claims, that the village dharwai did not charge any interest 
on loans advanced for purchase of seed or purchase of a 
bullock, and that if there were any Hindu guests in the 
village it was his business to supply them with food and 
meet all their requirements free of cost. It was further 
pointed out by several witnesses that in estimating the 
net return on money-lending, allowance must be made for 
the special conditions prevailing in the North-West Fron- 
tier Province. A leading banker, Rai Bahadur Karam 
Chand, speaking from personal oxjierience both as a creditor 
and as a member af jirgas, referred to section 8 of the 
Frontier Regulations under which zaniindn rs could apply 
to the Deputy Commissioner that even civil cases between 
them and others should be dealt with by a jirga and said 
that the (Council of Jirgas generally forced the money- 
lenders and bankers to reduce rates in favour of znrnindars , 
quoting in support a well-known case in which though 
tne rates settled in the bonds were as high as 12 or 15 per 
cent., the creditors had to agree to 8 per cent, simple 
interest and actually realised only 6 per cent. Another 
indigenous banker and a director of a joint stock bank, 
Rai Sahib Mehr Chand Khanna, put the position bluntly. 
“ No banker would like to advance money to the zamindar 
because there is no security in return ; and that is ray posi- 
tion. The money would naturally be, I will say, entirely 

at his {zamindar' s) mercy My only remedy is to go to 

a court of law but my trouble actually starts after I have 
obtained the decree, for when the decree has to be executed, 
it is rather difBcult to have the land attached. Even if 
you have it attached, the only course is to put its lease to 
auction. Who will buy? You get a warrant of arrest. 
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He {zamindar) u living in a obtain Tillage and I easMA 
«atch bold of him. Woo 'will go in the 'village to aneit 

or to ^)ot him! ” Our analyim of 

a fe'w decided cases sent to us by the oourts also point to 
the existence of a wide dUf^enoe between the sti|Milated 
rates and those actually realised by the non-agrioulturist 
creditors.* 


66. The cumulative effect of this weighty evidence 
leaves no doubt in the mind that while the rates of gross 
Condu»ion interest in the rural areas of these three 

provinces are as a general rule high, 
the rates of net or realised interest are generally much 
lower. 


66. The system of loans in kind, i.e. for seed, pre- 
vails only to a small extent in the Delhi Province. The 
^ .... evidence as to the actual rates of 

interest charged on these loans in 
Delhi is rather conflicting. The Income-tax Officer, Delhi, 
stated that the creditor got of the quantity lent by him 
at the time of the harvest, while the Secretary of the 
Central Co-operative Dank, himself a zamindar, speaking 
from his persona] knowledge nmintairied that the rate of 
interest charged for cash advances was generally higher 
than that for loans in kind, and the Inspector of Co- 
operative S{x‘ieties believed that there w^as no difference in 
the rate of interest for cash advances and loans in kind. 
The only reasonable exT)faiiatif)n of this diversity of opinion 
seems to be that the rates differ in different parts of the 
province in accordance with the local custom. In Ajmer- 
Merwara, loans in kinds are advanced generally on the 
basis of what is called the sawai system, which means that 
25 per cent, larger quantity of grain is given at the end 
of the harve.st in repayment of the loan. The extensive 
survey of villages in different assessment circles of the 
Ajmer-Merwara Province shows that the system of loans in 
kind is prevalent to the extent of only 2 annas in the 
rupee in the Beawar Tehsil, 6^ annas in the rupee in the 
Todgarh Tehsil. and 2 annas in the rup^ in the Ajmer 
Tehsil. A detailed enquiry was made in the village of 
Rajiaw’as in the Beawar tehsil in order to ascertain the 
exact operation of this sawai system. The village money- 
lenders, dealers and the agriculturists assembled in that 


• Vidr Appendix VH. 
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af^reed th&t the general positioa regarding Iohm 
I n kind was as follows ; — 


“ A fean advanced in grain is r^>aid in grain at tlm 
liarvest time at the rate of 1 maund and 10 seere for every 
raaund borrowed. Cotttm seed, however, is repayable at 
par at the harvest time. The system of loans in kind and 
repayments in kind on the bi^is of 26 per cent, extra 
imwai) do^ not pay the man who cannot store the pro- 
duce for being sold or lent out when prices rise. For 
instance, if in the month of Kartak (November) when the 
price of barley is generally high, barley is lent out at the 
rate of 25 per cent, interest and 25 per cent, more barley 
is received back and sold in the month of Chet (March), 
there will be loss rather than gain, for the prices of barley 
are generally cheaper by more than 25 per cent, in the 
month of Chet than in the month of Kartak. But in case 
this bailey is stored and sold in the outside market during 
the rainy season, say in the month of August or is lent 
out again between the months of October to December, 
the village money-lender or dealer can make some profit in 
lieu of the interest that he has lost. At the most he will 
gain 2") ])er cent, for locking up his capital for 12 months 
if full recovery is made and the entire amount is .sold or 
lent out after the ne.xt Kartak, but ordinarily the profit is 
much les.s. Tliis system can only l^ resortea to by people 
who have got substantial capital to lock up; others lend 
on cash basis even when tliey lend in the .shajie of commodi- 
ties, charging interest at the same rate as prevails for 
cash. In the latter ca.se corn lent out is valued in the 
account hooks at the prevailing market price in the month 
of Kartak and when repayment is made in Chet the produce 
given is also valued at the market price prevailing then, 
but in this case the rate of interest is not mwai, but varies 
between 12 and 18 per cent, according to the standing of 
the parties. The system of loans and repayments in kind 
on the basis of sawai is generally declining, because of the 
failure of crops, fluctuations in prices and the smallness in 
the number of money-lenders who have got substantial 
capital to lock up.” 


57. The general trend of evidence supports the view 
that the rates of interest of the agriculturist creditor 

Raf of interest ch«ged ^re TieveT lov^ than those of the 
hy the agricnitnrist ere- non-agricultunst money-lender. He 

generally lends on mortgages with 



possession but even when he does not, he has the 
right eventually to get hold of the land and so has 
no difficulty in actually realising his stipulated rates of 
inter^t. In addition to interest he exacts in some cases 
some form of service from his debtor, which he does not 
fully pay for. As against this general picture, it should 
be noted that in parts of the North-West Frontier Pro- 
vince, particularly Hazara, it is not uncommon for land- 
lords to advance money to their tenants for seed and plough 
without any interest at all and that sometimes it is neces- 
sary for them to advance as miich as Rs. 100 per tenant 
without any interest if they wish to attract and retain 
tenants. 

58. In addition to these two types of lenders, other 
types are making their appearance in the rural areas, for 

example, the transborder money-lender 
Batoa of inter«»t and persons who specialise in advanc- 
tors ing loans on what is known as the 

rahti system. The business of both 
these types is increasing in volume and the interest actually 
realised by the Kabuli money-lender ranges from 75 to 
300 per cent, per annum. Under the rahti system, which 
we shall describe in a subsequent Chapter, the stipulated 
rate of interest comes to 37^ per cent, per annum. It is 
widely prevalent in the Mahrauli ilaqa and the borders of 
the Jumna river in the Delhi Province. Default in regular 
payment of the monthly instalments due under the system 
involves an additional penal interest at 1 anna per rupee 
})er month. We have not been in a position to investigate 
and ascertain what rates of interest are actnally realised 
by the lenders under the rahti system, but in view of the 
fact that loans under the system are generally taken by 
men who have very little security to offer, there must be an 
appreciable number of cases in which the lenders lose ^th 
the principal and interest in spite of the vigilance and the 
drastic methods of recovery with which they are generally 
credited. 
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CHAPTER VI. 

Sources and Periods of Loans in Rural AIreas. 

59. To complete our review of the existing conditions 
of agricultural credit, we may now notice briefly the 
a , , sources of borrowing in the rural areas, 

. the relative share of each in the 
aggregate amount of loans outstanding, and the periods 
for which these loans are advanced. The results of inten- 
sive enquiries as to the relative importance of the various 
sources in 20 villages of Ajmer-Merwara and of the exten- 
sive enquiries in 511 villages of the same province are 
summarised in the tables given below ; — 


Villages. 


Total. 

Government. 

Co-operative 

Banka 

Agrioiilturist 

money- 

lender. 

Mi^iajan. 



Rs. 

Rs. 

Rs. 

lid. 

Rs. 

Bup Kagar 


19,226 

446 

3,110 

8,918 

6,752 

Lavera 


68,806 

261 

4,900 

6,244 

67,411 

Balad 


34,948 

368 

17,120 

360 

17,110 

Bar . 


28,280 

263 

2,464 

16,769 


Raj i was . 


62,514 

270 

4,477 

3,148 

44,619 

Chat 


37,535 



8,967 

33,578 

JNyran 


84,326 


946 

1,610 

81,870 

Bagar 


66,319 

776 

4,441 

14,824 

46,278 

SaraAa 


36,417 


2,292 

2SMO 

94»6 

Dansarian 


59,796 

86 

200 

2,456 

67,056 

.Mekrera . 


1,64,386 


14,966 

3,240 

1,46,180 

Baghaiut . 


50,746 

260 

, , 

2,327 

48,169 

Bawatmal. 


48,321 

326 

858 

6,867 

40,271 

Jaawantpur 


12,127 

, , 

, , 


12,127 

•Sanadh 


1,32,431 


7,279 

9,060 

1.16,102 

Banjari 


73.478 

108 

1,414 

20 

71,936 

Bh^ppranxmra 


47,358 

261 

6,893 

3,064 

38,140 

Galti 


42,414* 

206 

2,487 

10,115 

29,606 

Sannaliazi 


32.691 

43 


700 

31,848 

BLekii 


1,67,414 


10.896 

14.605 

1,41,913 

Total of 

VXLLAaXS. 

20 

12,69,431 

3,652 

83,731 

1.82,003 

10,39,045 

tPcBCXHTAOS 
xn TOZAIu 

OF 

i 

*• 

•29 

6-6 

10-48 

82-6 


* BxtdiaiTv of Ba. 9,<Mi n ao ta w iflod by tba Javaatigatoca. 


















































W. TIms relative altare of «a^ ciaM of croditore in 
14 villages selected for intensive arnrvey in D^i is indi- 

cated on page SJ07 of Chapter XI . 

®***^*f ® extensive survey in ^5 ooowpied 
* “ villl^;e6 of this province discloses the 

following results 


Totd Debt. 

AmuQl 

lent by 
: Ckivemmeikt. 

AiiKMmi by 

cO’O^ormtm 

socwlies. 

Ajmoymt heat by 
agrioulturist 
SMmej'tedeni. 

Amouttt kni by 
Mabaiaaa. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

90,59,697 

236,706 

6,39,601 

45,66,4015 

37,17, a85 

FraoBinrAa* o» 
TOTAL. 

2-6 

6-95 

0Oh4d 

41-05 


These figures show clearly that the Delhi Province is in 
the grip of the agriculturist money-lender. 

61 . Similar information as to the hold of the zamindar- 
creditors in the villages selected for intensive survey in the 

North-West F rentier Province' is not 
Hold of iwni^r credi- available as owing to mmimderstanding 

Frontier Province. of tllC instrUCtlon.S ISSUed by the V 0111- 

mittee, the word snhuknr has been 
understood to include both agriailturist and non-agricul- 
turist money-lenders and the figures for loans due to 
zam indar s collected by the village revenue staff include only 
the amounts lent by the zamiridar^ to tkeir own. tenants. 

The information collected shows that out of the total 
indebtedness of Rs. 31,63,729 in the 16 villages selected for 
intensive survey, Rs. 71.9B2 were advanced hy Government, 
Rs. 8,5.0,531 were lent by zamindars to their own tenants, 
Rs. 22,3^, 759> were lent by other agriculturist and non-agri- 
culturist sahukars, and Rs. 9,357 only were contributed by 
tfie co-operative baidss. This means that 26-8 per cent, of 
thg totaJl was borrowed by the debtors from their own land- 
and 76-5 per cent, from other sahukars, agriculturist 
and gon-agricukurist. In some tehsils, the zaminda/rs 
finance thei? tenants to a much greater extent than thie 
raJ av^erage indicates. In the village of Dhamtaur in 
Ttihsil thc wount of loans advanced by zamin- 
^ 1 ^ to their tenants and labourers is Rs. 1,53,704, or 74 08 - 

















TOF cent, of Bs. 2,07,467, the total debt of the village.^ IiX 
Hangu, such loans by zamindars to their tenants constitute 
6407 per cent, of the total; and in Ghoriwala, a villa^ 
in Bannu Tehsil, 41-68 of the total. 

Combining this information with the proportion of the 
mortgaged area in the hands of the agriculturists given in 
Chapter IV and the mortg^e debt in each tehsil given 
below, we can form a rough idea of the substantial contri- 
bution made by the agriculturist creditors to the rural 
finance in the North-West Frontier Province : — 


Exiating mort- 


Biftnottf and tehoiU. 



gaged aroa^ 

im29i 

Mortgage mon 





Ks, 

BANNU DISTRICT 



205,370 

1,69,68,028 

Bannu Tehsil . 

• 


46,469 

66,69,029 

Lakki Marwat Tehsil 



158,909 

92,96,999 

ROHAT DISTRICT 

• 


3,881 

3,69,867 

Kohat Tehsil 

• 


502 

67,077 

Hangu Tehsil 



269 

64,124 

Teri Tehsil 

• 


3,130 

2,38,666 

HAZARA DISTRICT 

• 


11,917 

18,08,838 

Abbottabad Tehsil . 



2,649 

4,63,720 

Haripur Tehsil 



8,676 

6,68,153 

Mansehra Tehsil 



5,692 

7,96,965 

DERA ISMAIL 

KHAN 



DISTRICT . 



262,606 

68,16,183 

Dera Ismail Khan Tehsil 

» 

116,412 

30,90,104 

Tank Tehsil 

. 

e 

90,168 

16,11,877 

Kulachi Tehsil 

, 

• 

67,036 

11,13,702 

PESHAWAR DISTRICT 


107,181 

1,76,61,170 

Peshawar Tehsil 



15,042 

33,68,060 

Mardan Tehsil 



34,371 

38,23,822 

Swabi Tehsil 

. 


33,351 

66,71,926 

Kowshera Tehsil 



6,793 

9,57,697 

Oharsada Tehsil 

• 


17,624 

39,40,246 

Total 

. 


8,32,86,172 


62. The figures given in the table on page 384 of 
^Chapter XXIII bring out clearly the small part that the 

takavi system of Government plays in 
agricultural credit. But, though tte 
ondit in DeJM. total amount advanced is relatively 

small, our examination of the intensive 
survey of some of the selected villages in Delhi does not 
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support the impression created by the oral and written 
evidence before us that takavi loans are given only to a few. 
The relevant statistics on the point are given below ; — 







1 

No. of t 


Pereentafs 






families | 

Total 

offaiiavs 





Total 

who i 

indebted- 

to total 

No. 

Villages. 



No. of 

availed 

ness of 

1 indebted- 





families. 

themaelvosj 

these 

i ness of 






of takavi 

families. 

these 






loans. 


familiee. 







Rs. 


1 

Jhangola 



27 

27 

31,231 

40 

2 

Akbarpar Majra 



25 

13 

11,125 

GO 

3 i 

Mohammadpur Majri 



25 




4 i 

Nangloi Sa 3 ^"ad 



30 

35 1 

aioii 

5‘5 

5 

Deorala . 



2! 

21 

293K12 

7-5 

6 

Jafarj)ur Kaian 



71 

40 ; 

13.584 

2-7 

7 

liajpur Khurd 



31 

12 : 

7.779 

10 

8 

Jonapur . . 



50 

1 

11.325 

3*0 

9 

Shah pur Jat 



78 

12 

31.252 

2'6 

10 

Maajid Moth 



00 

1 1 

0,125 

8*5 

11 

Dallupura 



57 

32 1 

18,170 

3*9 

12 , Silauipura 



49 




13 

Nongli Sakravti 



48 

35 

1 28,995 

14-0 

14 

f lauz Rani 



100 

59 

j 32,230 

i 2-3 


63. The state of affairs in Ajiner-Merwara is materially 
Taicavi loans in Ajmer- different US the followiug anulysis of 
Merwara. intensive survey will show ; — 
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NUMBER OF FAIIIUES. 











Percentage 
of takatd 
loan* to the 
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Amount of 

Total debt of 

No. 

YlUagoe. 


Proprle- 

tom tfud 

takavi 

proprle- 

total debt of 


Total. 

ktrs and 

cultlva- 

received. 

tom and 

cultivator 




lenaotB. 

tom getting 
takavi loans. 


tenanta. 

and pro- 
prietors. 







Hs. 


1. 

Itapnagar . 

Ill 

103 

26 

446 

17,496 

2-78 

2. 

lavera 

84 

78 

2 

261 

68.806 

•88 

8. 

Balad 

140 

101 

0 

368 

84,948 

1-02 

4. 

Bar . . . 

87 

85 

0 

263 

27,265 

•06 

6. 

BaJiawas 

241 

283 

8 

270 

55,414 

•40 

6. 

cauit . 

89 

37 



. . 


7. 

Nayian 

134 

127 

18 

'*776 

61,064 

. . 

8. 

Ba^ 

158 

143 

1-24 

9. 

Sanuia 

08 

06 

. , 

1 

24,405 

, , 

10. 

Daneseryan 

08 

62 

8 

76 

•31 

11. 

Makrera 

226 

165 

, . 


86,064 

, . 

12. 

Bhagana 

160 

135 

14 

’*260 

•70 

18. 

Eawatmal . . | 

108 

108 

18 

325 

41,682 

■78 

14. 

Jaswantpora 

50 

47 


. . 

• • 

. • 

15. 

Saaadh 

212 

201 


*108 

261 

206 

08’O72 

47,3h8 

40,248 

“ -16 
*58 
*81 

18. 

17. 

18. 

Banfari 

B^gwanpura 

143 

60 

108 

113 

57 i 
03 

5 

12 

12 

10. 

Sennallan 

60 

65 

2 

43 

8,250 

1-82 

SO. 

Kekri 

848 

848 

•• 

.. 

. . 



TOTAL . 

8*162 

2,012 

1S7 

8,641 

6,27.871 









190 


04. No cl^ distinction is observed the various 
cJassee of creditors in respect of long period and short 
_ . ^ - period loans, except so far as Govem- 

ment grants takavt loans' under easy 
terms for land improvements for long periods and co- 
operative mortgage societies and banks advance varying 
amounts for long periods under special terms in Ajmer- 
Merwara. Generally speaking, in Ajmer-Menvara the 
local money-lenders advance loans for (a) cultivation pur- 
poses and (h) for special needs for maintenance during 
scarcity or famine) for 6 months to one year, and for {c) 
caj)ital expenditure for periods up to three years; Govern- 
ment gives loans under the Agriculturist Loans Act for (a) 
aitd (b) for 3 to 10 years and under the l.and Improvement 
Loans .A-ct up to 20 years: while the agricultural co-opera- 
tive credit societies .accommodate their members for (a) 
and {h) upto 0 months to three years and for (r) for varying 
periods not exceeding 20 years. In Dellii, loans for culti- 
vation purposes, and for payment of land revenue or pur- 
chase of food or fodder during scarcity, are given for one 
harvest (6 months), those for purchase of cattle from one 
year to two years, and for penmanent improvements upto 
three years, loans for longer periods being practically un- 
known except takavi loans under the I.and Improvement 
Loans Act. In the North-West Frontier Province, the 


private lender gives loan.s usuallv for an indefinite }>eriod, 
but when loans are given by the village dhanvai without 
interest for cultivation purpose, there is a clear understand- 
iug that they will be repaid at the next harvest. Co-opera- 
tive sof'ieties in that ])rovince have fixed 6 months as the 
maximum period for trade purposes, 3 years for agricul- 
tural purposes, .and 3 years for liquidation of old debts. 

6.5, .As noted elsewhere, .a very large percentage of the 
existing rural debt has been iiicnri’ed for purposes which 
really require loans for long ],reriods 
^ ' nnd intermediate terms. Almost every- 
where there is a great demand for 
intermediate te;rm loans for purchase of cattle and for 
expenditure on marriage and other social ceremonies, and 
for long term loans to redeem lands, to liquidate old debts, 
and to effect improvements on land by sinking new wells, 
by deepening old ones, by constructing bunds and 
tanks. Except in Ajmer-Merwara. where there are a few 
mortgage societies and mortgage banks doing a limited 
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ikmouDt of business in long term loans, there are no special 
eredit institutions speciaUy designed or adapted to meet 
the demand for long period loans. The period for which 
private creditors oocasionally grant long period loans does 
not generally exceed 5 to 7 years as they are naturally 
anxious to have a rapid and safe turnover of their limited 
ci^)ita}. Takavi loans for long periods are very limited 
in amount. The co-operative credit societies do, as 
a matter of fact, grant to their members a limited amount 
of loans for purposes which necessitate repayment spread 
over a long period, but neither these nor the co-operative 
mortgage l^nks in A jmer, which are financed by the central 
banks, can safely advance large sums of money for long 
periods, as their funds are supplied mostly by deposits for 
periods ranging between one and three years. The 
security, against which long period loans can l)e advanced, 
is not regarded as sufficiently attractive by the non- 
agriculturist money-lenders and the public institutions like 
the joint stock hanks. In the case of istinKjrardars in 
Ajmer-Merwara, the difficulties in obtaining long period 
credit are particularly great, since under the law not only 
they cannot mortgage or sell their lands but also their 
debts are not a liability on their esUite after their death. 

There is thus a serious gap in the machinery for the 
supply of agricultural credit in rural areas. 



CHAPTER VII. 

Investment habit in rural areas. 

66. We have so far looked at only one side of the prob- 
lem of banking for the rural areas. Credit facilities can 
. be extended only if there is a constant 
and increasing supply of banking 
funds, and this can only come from the real savings of the 
people. Almost all the witnesses who gave evidence on the 
rural side of the problem were unanimous in the view that 
a large majority of the agriculturists had no savings to 
invest. The holdings in all the three provinces are, for the 
larger part, uneconomic, and primd facie the majority of 
the agriculturists cannot, therefore, have the capacity to 
save out of their income from agriculture in normal years. 
But the agricultural crops are not the only source of income 
of the people, and the inteusive surveys of the selected vil- 
lages show that quite a substantial amount of the net in- 
come of the people is drawn from sources other than 
agricultural crops. And though the results of inten- 
sive enquiries have convinced us that it is not possible for 
the majority of the people to have a surplus income from 
agriculture in normal years, it does not necessarily follow 
that the amount of savings by the minority of the people is 
in the aggregate insignificant. Within the limited time 
at our disposal, it has not been possible for us to analyse 
carefully the figures of income and expenditure, entered 
by the revenue staff for the residents of all the villages under 
investigation. But we have attempted to form an esti- 
mate of the exact volume of savings in 6 villages of 
Ajmer-Merwara and 10 villages of the Delhi Province. We 
have in the case of each individual taken into account his 
net income from all sources, his ordinary domestic expendi- 
ture and a fair allowance for necessary annual provision for 
extraordinary non-recurring expenditure on objects such 
ai marriage, funeral ceremonies, etc., on the scale which, 
according to the statements of the villagers themselves, 
prevails in each village. Our investigations in 6 villages 
of Ajmer-Merwara show that 201 families out of 662 
families may fairly be estimated to have a surplus income 
of Rs. 26,4^ a year or an average of Rs. 131-4 per family. 
Deducting interest on their net debt, the net surplus per 



riamily works-out at Rs. 29-8, which sug^ts that the total 
ilet surplus for rural families in Ajmer ^erwara is in the 
neighbourhood of Rs. 28,34,372 in a normal year. Simi- 
lar calculations for rural Delhi indicate Rs. 80,77,620 as 
the volume of its rural savings. The relevant statistics 
Are given below : — 

























































Net surplus in 6 villages of Ajmer-Merwara. 
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Statement showing surplus income of 10 villages of intensive survey in the Delhi Provinee. 
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ViiUgfMI. 

No. o f aooli 
fomIliM 

hoTtng delii. 

Amooiit 

of 

Debt. 



Be. 

1* JhangpU 

10 

1,009 

t, MahamnMtdpor Majri ..... 

4 

22,642 

|. Nangioi Sayyad 

8 

S,426 

4. Deorala 

2 

4.973 

Nangii Sakravti ...... 

13 

7,994 

0, Rajpur Khurd ....... 

22 

1.989 

7‘ Bhahpur Jat ....... 

49 

59,2.35 

I. Masjid Moth 

22 

42,485 

f . Hauz Rani ....... 

15 

1,010 

10. SilAtnpur ....... 

35 

20,495 

i 

Total 

1 

180 

1,65,967 


Net surplus in the 10 villages of Delhi. 




Total 

Total No. 

Interest 


Net 

Net 

Total No. 

Total No. 

No. of 

of indebted 

at 12 per 

Net sur- 

surplus 

eotlnutted 

of 

of 

families 

families 

cent, on 

plus per 
family. 

per family 

surplus 

Villages. 

families. 

having 

out of 1 

gross 

having 

in rural 


surpluses. 

these. 1 

debt. 


Murplos. 

Delhi. 

10 

1 

651 

229 

181 

RS. 

28,432 

Rs. 

76-0 

Re. 

21604 

RB. 

•0,77,610 


Even these estimates are really under-estimates, for the 
annual provision made for extraordinary expenditure would 
not be spent every year, but would accumulate up to the 
time when the occasion for such expenditure arises and 
should 1)6 available during the interval for investment in 
the banking system for a considerable period of time. 

67, Apart from these generalisations based oti a limit- 
ed number of family budgets, we have other and more re- 

oth«.eTMeBceof.«ing.. liable evidence of a considerable 

amount ot rural savings in the aggre- 
gate. Mcmey-lendii^ is not a specialised occupation con- 
fined to certain castes but is carried on by all sorts of 





















people, iocluding widows, whenever they have the 
mefms to do A considereble portion of agricnltural 
savings are utilised in this manner, and the agriculturists 
in these areas are in a specially favoured position as len- 
ders, as under the law regarding alienations of land the- 
security of land is available to them, wlvereas the non- 
agriculturist money-lenders have to dei>end on the security 
Di only crops or movables. We have already shown in 
Chapter VI that the amount of loans advanced by the 
agriculturist money-lenders aggregate to lis. 20,74,196 in 
Ajmer-Merwara, Rs. 45,66,405 in Delhi Province, and that 
75 per cent, of the mortgage debt of the North-West Fron- 
tier Province, amounting to over Rs. 8,32,86,172. is due 
to agriculturists in addition to .seasonal loans advanced 
by the zamindars to their tenants. We have also referred 
to the fact that the sale value per acre of land is increasing. 
Since the introduction of the Punjab I.and Acquisition 
Act, no non-agriculturist can buy land; and it must, there- 
fore, be presumed that, with the increase in the area of the 
land sold, an increasing amount of money is being invested 
by the bigger agriculturist in the purchase of Lind. The 
value of house property also forms in the aggregate a sub- 
stantial amount as will be pointed out in a subsequent 
chapter. The general tenor of the evidence in each of 
these three provinces also points to the fact that one of the 
most favourite forms of investment of rural savings is pur- 
chase of gold and silver ornaments. 

68. How very large in the aggregate is the value of 
these gold ornaments is brought out strikingly by the 
^ j following tables comi)iled from the 

results ot intensive survey in ther 
selected villages of the three provinces : — 
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Gold and Silver, 

North-West Frontier Province. 

Statistics relating to Gold and Silver in selected villages. 
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* Shabqadar, Maiiki, Laohi, Hangoo, Biilitaog, Dharaiour, KoUiftjibiillali» Panodheri, nboriwala, Potah, Haddi, sad Gol I mam , 
t Bxdudiiig Ko^najibuUah for wliicdi figures for col^na (6 to 8) have not been afted by tbe InTestjgatOfa. 

I Separate figuiee not imalya^ by tlie Inveefigi^ora. 
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Estimate of gold and silver with the rural population in the 
North-West Frontier Provin ce. 

Amotint ol Total No. dt Gold and 

gold and faittilie« of silver per 

silvor. these villages. family. 

Ra. Rs. 

12,86,04» 7^78 167-6 

It is interesting to note that In these villages of the 
North-West Frontier Province the amount of gold and 
silver per family exceeds both the gross and net debt 
per family of proprietors, cultivators and landless 
labourers. 

60. It is plain that a very large amount of rural savings 
is at present invested in forms which cannot but be re- 
_ . . , , garded as uneconomic. Purchase of 

gold and silver ornaments leads to no 
economic gain. It only results in loss by wear and tear. 
The bullion dealers in Beawar estimated that silver orna- 
ments lose their value by about l/16th every year and that 
gold ornaments depreciate in the ratio of 16 ; 14 in a decade. 
Investment in house property is uneconomic for those who 
have any debts to pay, for the interest on the debt ordinarily 
exceeds the commercial rent which they will have to pay for 
house accommodation. Mortgage with possession is only a 
half way house to purchase of land, and does eventually lead 
to it. And all accounts agree that investment in land at its 
present inflated values does not yield to the owner more 
than 2| to 4 per cent, per annum. Detaited enquiries as 
to the net return from land were made in the vill^e of 
Raj ia was, in Beawar, and in the village of Sahibabad 
Daulatpur, in the Delhi Province, and th^ enquiries only 
confirmed the general trend of the evidence on the subject. 
The results of intensive survey in 20 villages also corrobo- 
rate the fact that the cultivation of agri<mltural crops at 
the present inflated values of land is not at all a paying 
industry {vide pages 186-140). Apart from the extra- 
vagant expenditure on marriages, litigation, etc., which 
tmidoubtedly exists in a certain number of cases, the savings 
of the rural population are at present direct^ to forms 
which militate against the increase of banking funds in the 
rural areas. The proWem is not merely an economic one but 
a social one at bottom, for the lure of gold is rooted in social 
customs and laws of inheritance. The rural areas cannot 
alw^s depend on urban savings. With the growth of 


Eutiwiftte ol gold 
tAd oiiyer with the 
roiml popoiatioo. 

R». 

629,10J34 


No. erf 

TtiUkget 

tiakeck. 


12 
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ladustry in urban areas there will be an increasing demand 
-on the urban population to supply the necessary capital 
for large industries. But throughout the course of our 
enquiry we found a very inadequate appreciation on the 
part of even intelligent and highly educated witnesses of 
the basic fact that the growth of banking is iintwssible 
without the growth of savings. We feel that ail well- 
wishers of the agriculturists must lay much more stress 
upon this cardinal fact than has l>een done so far, and 
suggest that a determined campaign in favour of thrift 
and economy in the rural areas should be led by all agencies 
of social reform, j>articularly the ('o-o|>erative movement. 

70. It is .sometimes believed that a jmrtion of spare 
money in the country goes underground, hut tlie replies that 

Hou-dinx have received to our questionnaire 

on this subject show that the habit of 
hoarding is not at all common. It is true that any one 
burying his money doe.s not publish the fact, but with the 
security of life and pro|xwty which the country has been 
enjoying the habit apyiears to be dying out. 

71. The organised institutions in existence for the en- 
couragement of the investment habit in rural areas are the 

post office and co-operative scHUeties. 
Very little rural savings appear to be 
invested in banks, there lieing no 
branches of joint stock banks or the Imperial Bank of India 
except at the seats of the Administrations and in some of 
the larger towns in the North-West Frontier Province. 
Investment in life insurance or in stocks and shares is 
almost unknown to the average agriculturist ; nor are there 
any investment trusts in these areas. 

72. The table below shows the total amount of deposits, 
withdrawals and the excess of deposits over withdrawals 

ry . r,m cu rul post officc saviiigs banks 

Th.Po.to«te,. Ifl28.29. 



For 86 Po«t office Havings banks exchidinp these In Peshawar (city and cflritonment), AblotU 


had. Haripur. NinvanshaUr, Dera Ismail Khan. Banmi. Now'Hljera. Kohat. Mardari, Thai 
Baffa, Kulachl, 'Tank ( hasada. I.akkl Marwnt. Clierat, Jamrud. Klfialpiir and TangJ. 
t Tot the whole of Ajmer- Merwara exrluding Ajmer. Beawar and Naslraljed. 

t For only Bhllw^ara. Bljainagar. Gnlahpara, KaliMi^ rganj. Kekrl. Klsliangarh. Madanganl, 
Sarwar, Pii»hkar, Shahpnr Kai. Badanwam. The total dep//«Jta In tltcae amounted to ‘/.M7,047* 
i For only Mahraali» Jlajalgarh and fihandara. 

BANKCOU. r 
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The replies that we have received to our main ques- 
tionnaire as well as to our special questionnaire for postal 
officials indicate that a very small proportion of rural 
savings are deposited in the post office due probably to the 
fact that the rate of interest, viz., 3 per cent., on savings- 
bank deposits and 5^ i)er cent, (compound interest) on cash 
certificates offered by the Post Office does not appeal to^ 
the agriculturist who is accustomed to receive and 
pay a very much higher rate. Moreover the rules 
of the Post Office, though simple enough for a lite- 
rate person, are probably difficult for an illiterate depositor 
to understand or to follow. Generally speaking, only 
literate classes having fixed monthly incomes, e.ff., em- 
ployees in Government and other offices, who have not 
required leisure for money-lending or petty trade, resort ta 
these methods of investment. 


73. Post offices doing savings bank business undertake 
to purchase on behalf of depositors Government securities 
„ . ,,, up to the value of Rs. 5,000 in a vear 

investor, and also undertake their safe custody and sale. 
The interest on the securities so purchased is exempt from 


income-tax so long as they remain in the custody of the post 
office, and no fee, commission or brokerage of any kind is 
charged for their purchase, sale or safe custody. These 
facilities, however, are not availed of to any appreciable 


extent by the rural population. 


74. In our chapter on co-operation we have given some 
statistics showing the extent of rural deposits in co-o{>era- 
- a . . tive societies. These are very small 

at present. Neither the investment 
habit nor the co-operative spirit has developed sufficiently 


among members to make them loyal to their society or to 
lead them to keep their deposits with it, instead of invest- 
ing it in uneconomic ways. 
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CHAPTER VIII. 

Causes of rural indebtedness 

AND 

its General Remedies. 

75. We are now in a position to form an idea as to the 
■causes of rural indebtedness in the three Centrally Ad- 
„ , u ministered Areas. The extensive sur- 

nrpoMs o rrowing. indebtedness of the cultiva- 

tors in 511 villages of Ajnier-Merwara and the intensive 
survey of selected villages both in Delhi and the North- 
West Frontier Province indicate that the bulk of the 
amount borrowed is either for prcaiuctive or for necessary 
purposes and that the only items which, apart from interest 
on old debts, admit of some reduction under pressure of 
social reform or under the influence of the co-operative 
movement, are expen.ses on marriage and sotual ceremonies. 
The relevant statistics taken from the intensive surveys 
have already been given on pages 70 — 77 ; and the results of 
the extensive survey in Ajmer-Merwara are summarised 


below : — 

I. — Protiuctiv^e purposes — Hh. 

(1) Seed end manure 30,40,645 

(2) Kent and land revenue . . , . . 50,177 

(3) Payment of waj^es to labourers . . . 61,272 

(4) Sinking of wells and agricultural improvomente 7,06,198 
<5) Purchase of land and bringing fallow land 

under cultivation 6,83,729 

(0) Improved agricultural irapleinente . . . 1,230 

(7) Purchase of cattle 17,04,763 

(8) Trade 1,42,808 

63,92,827 

II. — Unproductive but necessary purposes — 

(1) Pepayinent of earlier debts and intereat 

thereon ........ 56,08,944 

(2) Construction of Houses 1,42,868 

<3) Famine and other kind of distress . . . 14,81,473 

(4) Education of children ..... 0,296 

72,89,580 


III.— Unproductive and a. ^ast partly unnecessary or undesirable purposes — 
(1> Marriage and social ceremonies . . . 69,58,247 

(2) Litigation 1,44,522 

61,02,769 

F 2 
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In the face of these figures it is not possible to make 
the general statement that the major cause of the indebted- 
ness of the agriculturist is his extravagance or his habit of 
indulging in social expenditure on marriages, ceremonies 
and litigation much beyond his means. But if it is safe to 
generalize on the basis of intensive surveys in a feiv villages 
in each province, half the total debt in Delhi and more than 
half the debt in the North-West Frontier Province is due 
by the agriculturist whose holdings are more than 10 acres 
in size. In the case of these men, the two major causes of 
indebtedness appear to lie their extravagance and their un- 
etjonoinic investment of their surfilus money in normal 
years. Occasionally, liad years no doubt account for their 
borrowing for unproductive but necessary purposes; but 
they are certainly in a position to lay by something for the 
rainy day during years of prosperity if only they have the 
will and the sense to do so, and even if they are obliged 
to liorrow for productive purposes every year, that cannot 
be a permanent cause of their indebtedness since in normal 
years the crop loans (‘an easily lie jiaid off out of the gross 
proceeds of tlie harvest. 

70. I’lie case of those whose holdings are below 10 acres 
stands on a different footing altogether. Our intensive 

eiKjuiries in the.se Areas raise grave 
Is agriculture a paying (loubts whether, Under the present con- 
ditions of farming, tlie cultivation of 
agricultural crops in these Areas is a paying industry at 
all. The following figures sum up the position of this in- 
dustry in 14 villages selected for intensive survey in Delhi, 
20 villages in Ajmer-Merwara, and 12 villages in the 
North-West Frontier Province : — 



Ajmer-Merwara . 

^ agriculture a paying industry? 



Routid^ off t'" tbe nearvrst huudred. 
I Deludes dei recUtlon of bullocks*. 








Delhi. 

Is agriculture a 'paying industry ? 


1S8 
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It is plain that in quite a large number of cases it will 
^ a paying proposition for the agriculturist to sell his land, 
invest the prfxjeeds in co-operative banks and be a landless 
labourer on even 5 annas a day. The year for which the 
income from agricultural crops has been taken in these in- 
vestigations is either an average year or above the average 
in point of crop yield, and if this be the net return from 
agricultural crops in svicli years the position in a year of 
scarcity must be decidedly worse. 

How serious must have been the |)Osition in the Delhi 
I’rovincc for these small agricailturists can easily be judged 
from the frequent susj)ensions of large amounts of land 
revenue since the last settlement (lbOO-9). We are indebted 
to the lievenue Assistant. Delhi, for the following figures 
for remission or sus|}ension of land revenue : — 

Ra. 


Khnrtj 
Kh an] 
ft a hi 
Ua hi 

K fi a ri] 

liahi 

Khar if 

Jfafn 

liahi 

KJiarif 

liahi 


ion 5,149 

]9i:i 12,192 

1914 18,^)96 

1916 9,182 

1917 9,mH) 

1918 6,811 

1918 66,974 

1919 52,402 

1921 15,096 

1928 60.659 

1929 51.288 


In these circumstances even productive loans for crop 
purposes cannot be repaid out of tlie ]>roduce of the harvest 
and must tend to be merged in old debts. Quite a substan- 
tial number of |)er.sons in these provinces cannot, therefore, 
be helped by mere credit facilities ot - even credit control so 
long as the root cause, namely, the unsound economic condi- 
tions of agriculture in the.se AreUvS, continues. 


77. Under economic conditions such as these, it is 
ruinous for a man to lx)rrow even at the rate of interest 

charged by the co-operative societies in 
Borrowing for purchaso to purclmse OF redeem land ; and 

land is uneconomic. toaiis lor this purpose are no better 

than unproductive loans. At the pre- 
sent inflated values of land it is uneconomic even for the 
bigger agriculturist to invest his savings in the purchase of 
more land ; and vet the greater part of the saving in normal 
years of the substantial agriculturists is invested in pur- 
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ceasing or mortgaging more land and not in forms that 
will increase the productivity of the land in their posees- 
aitm, or that will increase their income from other soim'es. 
Few seem to realize that under the present conditions in- 
vestment in the purchase of land in a luxury which only 
the rich can afford. 


78. Another form of uneconomic investment by the rural 
classes is the purohase of gold and silver ornaments. The 
^ . , figures given in the chapter on invest- 

ment habit in rural areas firove conclu- 
sively that a large portion of the agriculturist debt could be 
wiped off if he only mobilized his .savings now locked up in 
barren gold and silver. 


79. It is also to lie remernhered that quite a large 
number of agriculturists seem to invest in house property 
Jiivc^fmont ia house licvond thoir meaiis. I'he figures 
propeHy. given lielow show how sub.stantial are 

the amounts invested in this form compared to the net debt 
per rural family particularly in Delhi : 


House Property in rural Delhi. 


(1) 

(2) (.3) 

(*) 

(■V 

No. of viilagoa 
taken. 

Total No. of ft 1 » 1 House property 

t Total value of . ^ 1 

faminefi . . iwr t.imily 

, bouse property. * ^ d 

houses. ^ owning it. 

House |*ro|»erty 
per family. 


Re. 

Rft. 

Rs 

14 

874 6,25,246 

600-H 

6751 


II. 



[House Property) in 

A jmer-Merwara. 

(1) 

(2) 

(8) 

(4) 

No. of villages 

Total value of 

House prf>perty 

House property 

taken. 

house pro|)erty. 

per family. 

per fierson. 


Rs. 

Ra. 

Ha. 

20 

6,12.436 

288*5 

63*2 


80. Apart from these economic cau.sf'ts, the indebtedness 
of the agriculturists is due in no small measure to their 
indebtednoAs ft psyciK)- character, f ew of them seem to rea- 
iogic^ probiein. ]\ze that a loan is repayable. Fewer 

still among the indebted families consider that debt is not 
an inevitable incident of life or are prepared to make an 
honest effort to caat off the load of deU. Almost none 
appreciates an honest creditor if he is strict in rewvery, 
A higher rate of interest with reduction at the time of 
st^leraent or frequent renewals and compromises is pre- 
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ferred bv them to a low rate of interest witib insistence on 
punctual repayment and full recovery. 

81. This brief examination of the causes of indlebtedness 
suggests the general nature of the remedies required. The 

bigger agriculturists neecb credit con- 
niOTdat^M. rather than credit facilities, 

except for repaying old debts, and 
must be educated to invest his savings in better forms of 
investments, and to augment the volume of savings in rural 
areas. The smaller agriculturist who has an economic 
holding requires extension of cheap credit facilities parti- 
cularly for productive purposes. For those whose hold- 
ings are either too small or too scattered, there are only 
three possible solutions. Firstly, long period credit facili- 
ties may be provided for such of them as go in for con- 
solidation of holdings and subsidiary industries, provided 
that the Agricultural Department can show by experi- 
ments on a commercial scale that if more money is sunk in 
capital improvements on such consolidated holdings it will 
Ih? an economic proposition, taking into account the fact 
that repayment of the loan must be made within a rea- 
sonable period of say 20 to 30 years. The Committee has 
had no evidence from the officers in the Agricultural Depart- 
ment to show the extent to which such a solution would be 
feasible. Secondly, the small holder in Delhi and Ajmer- 
Merwara may be induced to sell his land and be given, under 
suitable safeguards, additional credit facilities for migrat- 
ing to other provinces and buying land on newly opened 
canals in other provinces. This will require inter-provin- 
cial co-operation or the intervention of the Government of 
India. Thirdly, such agriculturists might be persuaded 
to leave the land which under the existing conditions is an 
unw^nomic investment for them and to invest the proceeds 
in more paying investments. I'he intensive surveys clearly 
show that quite an appreciable number of indebted agri- 
culturists would be gainers substantially if they adopted 
this course and became wage earners on even 5 annas a day, 
hut it is very doubtful if thi.s plan w’ould be popular or even 
feasible. on a large scale in actual practice. The Agricul- 
tural Officer, Peshawar, summed up his solution of the 
agricultural problem in the North-West Frontier Province 
as follows : — “ First of all take away those who are endeav- 
ouring to farm without capital. It would be better for them 
to work as labourers at 10 annas a day rather than farm 
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without capital. Another solution so far as I can see is 
that those holding comparatively small areas, say 50 acres, 
should farm themselves and employ those who cannot make 
a living. A certain amoimt of farming should be done by 
those owning 50 or more than 50 acres.’" 

We feel that it is very necessary to realize these severe 
limitations on what credit or banking facilities can do to 
help the small peasant proprietor and cultivator in the 
Centrally Administered Areas. We, therefore, recom- 
mend that — 

(i) Intensive experiments be made by the Agricultural 
Department on a commercial basis on an average 
consolidated holding of different types of land 
in different parts of the province, with a view to 
guide the credit institutions in the matter of 
giving credit facilities for capital improvements 
on consolidated holdings and for starting sub- 
sidiary industries. 

{ii) The possibility of securing, for the agriculturist 
in Delhi and Ajmer-Merwara, economic hold- 
ings by migration to other provinces .should be 
fully explored by the Government of India, and 
in ca.se this is found feasible, necessary credit 
facilities for the purcha.se of land on newly 
opened canals in other j)rovinces should be given 
partly by Government and partly by a land 
mortgage bank. 

{Hi) In Ajmer-Merwara and Delhi, the discretion 
vested in the executive authority under the 
Land Alienation Act or llegulationa to give 
permission to agriculturists to sell their land 
should be more freely exercised, subject to the 
right of pre-emption in favour of members of 
agricultural trifles who cultivate the land them- 
selves, provided the applicant can get a price 
which is not less than 20 times the annual net 
return from the land and provided that after 
discharging his debt he agrees to invest, for at 
least ten years, the proceeds in investments 
approved by the Collector. 

We are not in favour of extending the last recommen- 
dation to the North-West Frontier Province as we fwl that 
in view of the peculiar conditions of the province no useful 
purpose will be served ly it. 
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CHAPTER IX. 

Village Money Lenders. 

82. In the preceding chapters we have already remarked 
that money-lending in the villa^s is not a special occu- 
pation of a few individuals or commu- 
" nities, that agriculturists as well as 
non-agriculturists indulge in it, that 
private creditors, agriculturists and non-agriculturists 
are the major source of borrowing in the rural areas, and 
that quite a considerable portion of the total amount 
lent in rural areas is due to agriculturist creditors in 
the North-West Frontier Province and Delhi. The in- 
tensive surveys in Delhi as well as in Ajmer-Merwara show 
that the mahajnns or the hanias form only 15'3 per cent, 
of the total money-lending families in rural Delhi and 
only 21 1 per cent, of the money-lenders in the villages of 
Ajmer-Merwara. The detailed distribution of the money- 
lending families in the selected villages is as follows ; — 

Delhi. 

Number of families doing money-lending in the tillages 
selected for intensive survey. 


Serial No. Village. 

Mahajans. 

ZamiDdars. 

Others. 

Total 

1. 

Nangloi Sayad 

1 



1 

2. 

Sbahpur Jat 

5 

13 

2 

20 

3. 

Deoral a 


1 


1 

4. 

Nagli Sakravti 


5 


5 

6 . 

Jonapur 


... 


... 

6. 

Hail* Rani 


17 


17 

7. 

8 . 

Jh angola 

Moha m m a d p u 
Majri . 

!• 

10 


10 

9. 

Dallupura 

• 

1 


1 

10. 

Rajpur Khurd 


3 


8 

11. 

Maajid Moth , 

. 

1 


1 

12. 

^ilampur 

• 

... 


... 

18. 

Jafarpur Kalan 

. 

18 


18> 

14. 

Akbarpur Majra 

7 

1 


a 


Total 


18 


70 


2 


88 
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Ajmer-Mebwara. 

Money-lending families in the villages selected for inten- 
sive survey. 


'Serial 

No. 

! 

Village. 



Mahajaua.^ 

Zamindans. 

OUiem. 

1 

Total. 

I 

1 

Bni>nagax 




... 

12 


; 19 

2 

Lavrra 




... 

1 

5 

d 

i 

3 

Balad 





i ^ 


1 

2 

4 

Bar 





" ! 


8 

5 

HajiaWaa 




4 

7 

... 

n 


j 

; Chat 





3 

... 

3 

7 

Naymn . 





; 


••• 

8 

Baghar . 




8 

! 

1 

9 

9 

Sorana 




5 

10 


15 

iO 

Densarian 




11 

4 

1 

16 

11 

j 

Mekrera • 




18 

13 

2 

' 33 

12 

Baghana . 




5 

5 

1 

U 

13 

Bawatmal 




15 

17 

... 

32 

14 

Jaawaatpora 




... 

14 


14 

15 

Sanadh 




8 

19 

2 

29 

Id 

Banjari . 




2 

1 

3 

6 

17 

Bliagwaapora 





1 

1 

1 

1 

18 

Oalti 

• 


j 

i 


3 

4 

7 

19 

Sarmalian 

. 


^ 1 

... 

3 i 


3 

20 

Kekh 

• 

• 

i 

• i 

19 

91 ! 

j 

2 

112 



Total 

- 1 

95 1 

213 1 

29 1 

887 


* Inolnding mahajan ownert of land, and t«nanU. 


In the 16 villages selected for intensive survey in tbo 
North-West Frontier Province, 419 families out ot a total 
of 10,482 have lent money ; of these only 113 are Hindu shop- 
keepers and rntmey-lenders. The detailed distribution of 
money-lending families in these villages is indicated 
4)e3ow : — 



North-West Frontier Province. 

Families that have lent money in 16 selected villages. 
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Among the communities that are engaged in money-lend- 
ing on a wide scale are Banias {Agarwals, Vaishs and 
Jains), Khatris, Jats, Gujars and Muslims in the Delhi 
Province; Mahajans, Rawats, Gujars, Rajfmts, Jats, 
Regars, Cheetals, Descalis, (Khanpura and Untra), and 
Pathan (Gugwana) in Ajmer-Merwara; Aroras and 
Khatris in the North-West Frontier Province. To these 
must be added the bigger agriculturist in the North-West 
Frontier Province, though in dealing with that province 
it should be borne in mind that the term money-lender is a 
term of reproach among the Muslims living in the rural 
areas and that lending on mortgages with [rossession is not 
considered to be money-lending at all according to the 
common notions prevailing there. 

83. The term money-lender is, however, often applied in 
a restricted sense to only non-agriculturist money-lenders 

who have been lending money for 
mOTe”iender Several generations, particularly 

those who are known in the various 
provinces as hanias or mahajans. At the census of 1921 
the number of actual workers, who in respect of their prin- 
cipal occupation were classed as “Bank Managers, 
Money-lenders, Exchange Brokers, Insurance Agents, 
Money-changers was 1,768 in the North-West Frontier 
Province, 1,305 in the Province of Delhi and 402 in the 
Province of Ajmer-Merwara. Of these 83 were partial 
agriculturists in the North-West Frontier Province, 40 in 
the Province of Delhi and 26 in Ajmer-Merwara. The 
census returns do not give separate figures for the rural 
and the urban areas of these provinces, but the income- 
tax figures show that very few of the money-lenders living 
in the rural areas pay income-tax. The number of rural 
assessees in this class in the district of Peshawar was only 
128 in 1926-27. 143 in 1927-28 and 118 in 1928-29 while 
the income-tax paid by this class was only Rs. 11,749 in 
1926-27, Rs. 12,997 in 1927-28, and Rs. 15, 911 in 1928-29. 
In Dera Ismail Khan and Bannu Districts, the rural 
assessees in this class were only 117 in number in 1926-27, 
159 in 1927-28, and 154 in 1928-29 ; while the total amount 
of income-tax paid by them was <Rs. 12,469 in 1926-27, 
R«. 13,563 in 1927-28 and Rs. 16,330 in 1928-29. We 
have no information as to the number of rural money- 
lenders assessed to income-tax in the districts of Hazara 
■^nd Kohat, but the total amount of income-tax paid by 
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them in the Hazara district is shown as Rs. 17,471 in 
1928-27, Rs. 17,131 in 1927-28, and Rs. 22,037 in 1928- 
29, while in Kohat, the corresfwnding figures are Rs. 1.408 
in 1926-27, Rs. 1,281 in 1927-28, and Rs. 1,760 in 1928-29. 

For the rural areas of Ajmer-Merwara and Delhi, the 
necessary information as regards the number of bankers 
and money-lenders, the estimated interest earned by them 
and the amount of income-tax paid by them is contained 
in the following statements supplied by the Income-Tax 
Department ; — 



Rural Areas — Delhi. 
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These figures show that the vast majority of these non- 
agriculturist money-lenders in the rural areas are small 
men earning less than the assessable income under the 
Income Tax Act. 

84. In paragraph 25 of the chapter on rural indebted- 
ness we have already brought out the fact that the most 

heavily indebted among the families of 
the rural areas are the indebted 
mahajans. The economic position of 
the individuals in this class is revealed more fully by the 
results of the intensive enquiries. In the 14 villages selected 
for intensive surveys in Delhi there are only 14 rnahajans ; 
and of these the income of four from money-lending, esti- 
mated even at stipulated rates of interest, is substantially 
less than their income from other sources ; one family derives 
nearly as much income from other sources as from money- 
lending; three others earn from other sources 50 per cent, 
or more than 50 per cent, of their income fi'om money- 
lending; and only two have money-lending as their only 
source of liveliho^. During the year under investigation 
5 of these 14 families had a deficit, i.e., their net income 
was less than their domestic expenditure; 5 actually culti- 
vated land; and six of them were indebted for vaiying 
amounts ranging between Rs. 100 to Rs. 2,000 ; one was in- 
debted to the extent of 81 per cent, of his assets, two were 
indebted to the extent of more than 25 per cent, of their 
assets and three to the extent of less than 10 per cent, 
of their assets. Detail for each of these mahajan 
families are given below for convenience of reference : — 



Economic position of the mdhdjcins in the villages sclectc'd for hitensive survey ^ Delhi Proviucc* 
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Similar analysis of the mahojans in the villages selec- 
ted for intensive survey for Ajmer-Merwara confirms the 
opinion expressed by tiie Extra Assistant Commissioner, 
Merwara, “ that the money-lenders in the villages are not 
in a better position than their clients, that is the agri- 
culturists ”, as the following figures will show : — 



Ajmer-Merwara. 

Abstract : — Economic position of the Mahajans in nine of the villages selected for intensive 

survey. 
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85. In all the three Provinces, the non-agricultural 
village money-lender big or small, ordinarily combines 
Functions of the village Several fulictions. He lends money, 
money-lender. y.gj]g daily neccssary supplies 

such as cloth, grocery, etc., buys the village produce for 
sale outside, and sometimes acts as a commission agent 
for marketing his client’s produce. He is sometimes a 
land-owner by j)urehase, and not unoften is actually a 
farming proprietor or a cidtivator. 

The working cajiital of his business is partly Ins own and 
partly borrowed. He does not obtain any appreciable 
Hifl working capital. funds by means of deposits; but he 
does borrow from city money-lenders, though his credit 
in the tity has ceased to exist so far as the indigenous 
banker in Ajmer-Merwara is concerned, and is said to be 
steadily declining elsewhere. He is obliged at times to 
refuse accommodation to the agriculturists partly because 
of the insutliciency of his capital and partly because he 
considers the security oflered by them as unacceptable. 
None-the-less, he oi'cupies among the rural creditors the 
first place in Ajmer-Merwara, and the .second place in 
Delhi and North-West Frontier l*r-ovince. Almost every- 
where. the agriculturist prefers the hania to (Toveinrnent, 
and in some cases even to the co-operative (red it socie- 
ties, in spite of the fact that his stipulated rates of interest 
are higher. He lends on all .sorts of securities, on mort- 
gage of property, on the security of cattle or standing 
crops, on per.soual surety of a neighbour, or on the person- 
al credit of a borrower. He finances his customer in all 
his undertakings, and lends money for every affair in life, 
for l)irth, death, or marriage in the family. Apart from 
mortgage deeds, he relies for proof of his dues on bonds 
■or accounts in his hahis. The bonds contain particulars 
of the amount, the purpose, the period, the rate of inter- 
est, and names of sureties and witnesses. The hahis show 
the details of the amount lent, the rate at which interest 
is calculated, and debits and ci’edits on different dates, 
Smaller money-lenders have nothing more than a scrap 
note-book in which they jot down a few details or a loose 
bundle of bonds and decrees, on the back of which entries 
are made of the amounts paid by the borrowers. But the 
more substantial among them maintain both a roznamcha 
i(the daily account book) and a ledger (khata). 



86. We were told in Ajmer-Merwara by the Registrar 
of Co-operative Societies that the Wsiness of the manajans 
pT«^t conditioo of was gradually declining because of 
wuAaim't busineos. the Competition of the co-operative 
societies, but the results of our intensive and extensive 
surveys which we have discussed elsewhere clearly show 
that he is still the principal source of borrowing in the 
rural areas of Ajmer-Merwara. But the list of bankers 
and money-lenders who have been declared insolvent since 
1920, for which we are indebted to the District Judge in 
Ajmer-Merwara makes rather ominous reading, for as 
many as 40 out of 65 bankers and money-lenders, who have 
been declared insolvent, are mahajans. Obviously this 
class in Ajmer-Merwara is getting involved in financial 
embarrassment. 

The situation in Delhi appears to be distinctly worse. 
The officials of the Income-Tax Department, Delhi, report 
that there is a marked tendency among the village money- 
lenders to withdraw their money from the villages and re- 
invest it in the city, and the Inspector of Co-operative 
Credit Societies who was asked to undertake a special en- 
quiry on this point has supplied us with statistics showing 
that 51 village non-agriculturist money-lenders have 
stopped their dealings with borrowers since 1920, the total 
existing number in the rural areas of the province being 
only 170. 

In the North-West Frontier Province there is no dis- 
tinct class corresponding to mahajans, but all Hindus who 
do any money-lending are indiscriminately considered to 
be belonging to the class of professional money-lenders. 
It is difficult to say whether the existing depression in the 
position of this class is due to the unprofitableness of their 
money-lending business or to the general depression in 
trade. But the list of insolvents since 1920 from various 
districts shows that this class, which is identified with pro- 
fessional money-lenders, has been in serious difficulties 
since 1920. Eight firms have been declared insolvent in 
the Bannu district, 13 in the Hazara district and 22 in 
the Peshawar district and as many as 70 in the district of 
Dera Ismail Khan. 

87. As to the methods of business of this class we have 
bad rather conflicting evidence. On the one hand, some 

BAHKCOU. o 
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of the officials of the Co-operative Department and some 

witnesses from the urban areas said 
^ methods of yej.y harsh things about the vil- 

lage bania ; that his transactions on the 
whole were unconscionable, that he charged exorbitant rates 
of interest, that he manipulated accounts to his own 
advantage and that he encouraged improvidence by lend- 
ing for unproductive and wasteful purposes. On the 
other hand our interviews with the villagers showed that 
the relations between the debtors and the borrowers were 
on the whole cordial and that the money-lenders’ clients 
did not doubt the correctness of their accounts. Even in 
the North-West Frontier Province where the urban wit- 


nesses complained most against the non-agriculturist 
Hindu money-lenders in the villages, the evidence of wit- 
nesses like Nawab Sir Dost Mohammad showed that the 


complaints against the big money-lenders had no founda- 
tion in fact, that relations between even the village bania 
and his clients were on the whole harmonious, and that 
the Hindu money-lenders and shop-keepers inspired suffi- 
cient confidence to be trusted with the keeping of even the 
private accounts of big zamvndara. And Mr. Brown, the 
Agricultural Officer, speaking from his 19 years’ intimate 
knowledge of village life, maintained that the money- 
lender was a veritable cog in the wheel of life in the 
village, that without his aid agricultural operations would 
almost cease, that he granted loans on terms that no banks 
would consider; that he was truly a friend in need in the 
village life as it now existed in the community where 
business was carried on by barter rather than by circulation 
of money; that there was no prejudice against him beyond 
that which every borrower everywhere felt towards his 
creditor ; and that he did make . distinction in the rate 


of interest between loans for productive and unproductive 
purposes. Even those who complained against him most 
acknowledged that he knew his clients intimately, that he 
asked no inconvenient questions, had no fixed business 
hours, did not insist on rigid recovery so long as he felt 
his money to be safe, and was prepared to accommodate 
his clients to the best of his ability. The general im- 
pression left on our mind is that he is regarded as an in- 
dispensable factor in the rural economy, that barring a 
few black-sheep among them he is generally trusted by 
the community whom he serves, and that he will do well to 
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jwionove the suspicion that exists against his accounts in 
some quarters by having his accounts properly audited, 
whenever the state of his business justifies it. 

On the other hand s|>okesmen and friends of money- 
lenders complained that he had been deprived by the Land 
Alienation Act of his ultimate security for realising his 
debts, that the cost of litigation wiped off his profits, 
that the amount actually realised by way of interest was 
much below the stipulated rate of interest, that execution 
proceedings were dilatory and that he encountered innu- 
merable difficulties in realising his dues. They maintain- 
ed that if the honest creditor was prote{’ted by law as 
much as the honest debtor, the stipulated rates of interest 
would come dow'n in no time. We have already .said 
enough in the chapter on the ratcis of interest to indicate 
how far the complaints against tl)e existing system, w’hich 
|>erTnit8 wide diflferences l)etween the stipulated rates of 
interest and the ratt^s {u tually realised, are justified. 

88. It is necessary at this stage to recall to mind the 
main deficiencies in the existing system of agricultiiral 

credit with a view to appreciate the 
ind^artry “gricoHurai reasous for the |)ropo8al8 which we 

have outlined below. 

Firstly, the agricultural industry needs for cultivation 
purposes essentially short period loans at a time of the 
year when there is generally slackness in trade and 
industry, when the big shroffs are anxious to find suitable 
investments for their funds even at 5 per cent, and when 
even the Imperial Bank of India can afford to lend freely 
at very cheap rates of interest. 

Secondly, the honest village money-lender, who is one 
of the principal sources of supply of funds to the agricul- 
tural industry, is suffering at present from insufficiency 
of capital and financial embarrassment due to difficulties 
of recovery. He has at present absolutely no point of 
contact with joint stock banks of the country and is not 
looked upon as a very desirable client even by the indige- 
nous shroff owing to the risks involved in lending money 
to the i^riculturist. 

Thirdly, the existing wide differences between stipula- 
ted ratM of interest and actually realised rates of interest 
are fair neither to the honest creditor nor to the honest 
borrower, inasmuch as the honest borrower is compelled to 

o 2 
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pay a much higher rate of interest than he should and 
the honest creditor finds himself cheated even of the capi- 
tal invested by him. 

Fourthly, there exists fti some quarters a suspicion 
against the system of account keeping of the whole class 
of the village money-lenders on account of the questionable 
methods adopted by some of the unscrupulous men among 
this class. 

89. In order to remove these defects some system of 
regulation is urgently necessary; but we do not consider it 

practicable or even desirable to attempt 
to regulate the business of every person 
who does any money-lending, as this 
will create not only serious administrative difficulties in 
the enforcement of legislation but will also squeeze out 
the small money-lender and so remove the healthy influ- 
ence of competition in this business. It will, moreover, 
create a wide-spread suspicion among the very people 
whose fullest co-operation we consider essential for the 
success of any measure of reform. 

In our opinion, the be.st way to meet these difficulties 
is to increase the competition of honest creditors by con- 
ferring upon them a privileged position in the matter of 
recovery as a compensation for certain definite obligations 
imposed upon them, and to facilitate the creation of short 
period agricultural paper to be discounted by bankers and 
banks and rediscounted by the Imperial Bank of India, 
or by the Reserve Bank when it is established. We, there- 
fore, recommend that an attempt should be made to create 
a class of licensed money-lenders on some such conditions 
as the following : — 

(?■) Every licensed money-lender shall either keep 
accounts in the form prescribed by the licensing 
authority and have them audited at intervals of 
not more than two years by a qualified auditor, 
or a person on the approved list sanctioned by 
the licensing authority, and shall, on demand by 
the borrower, furnish him with a statement of 
accounts from the date of the last statement, 
not oftener than once in six months 
Or 

agree to make payments to all his debtors 
through the post office, or a joint stock hank. 
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or a cx>-operative central bank, or a Hcenaetl 
indigenous shroff notified by the licensing- 
board, and receive all payments from his deb- 
tors through the same agency. 

(it) All crop loans granted by a licensed money- 
lender to persons other than memlmrs of co 
operative societies within the limit notified in 
each case by the Department of Agriculture 
from time to time, shall be rcicoverable as a 
charge uj)on the crop at the next harvest, or 
in case of remission or suspension of land 
revenue by Government, at the harvest next 
after that, provided that he charges interest 
at a rate less than the lending rate of the near- 
est co-operative scx'iety; and shall l)e subject to 
protection similar to that afforded in Section 
11 of the English Agriculturists’ Credit Act 
1928 to a charge in favour of an approved 
bank, so that it, 7vith intent to defraud, any 
farmer who has taken a crop loan and fails 
to comply with the obligations imposed or re- 
moves or suffers to be removed from his hold- 
ing the property subjet-t to the charge, he shall 
be liable to suitable penal action somewhat on 
the lines of the Engli.sh Agriculturists’ Credit 
Act, 1928. 

{iii) In transactions other than crop loans, the 
licensed money-lender ^vilI be entitled to be 
awarded by law courts, the stipulated rate of 
interest from the date of the transaction to the 
date of the actual realisation of his dues sub- 
ject to the following conditions : — 

(a) that the court shall dec'lare tlie decree as satis- 

fied in full when the licensed money-lender 
has actually realised his principal and in- 
terest at 12 per cent, per annum on mort- 
gage debt and 18 per cent, per annum on un- 
secured debt from the date of the transar;- 
tion, provided the stipulated rate of interest 
exceeds the above-mentioned rates, other- 
wise the stipulated rate of interest only will 
be payable ; 

(b) that no evidence of payment by the judgment 

debtor after the decree shall be admissible 
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in execution proceeding against the licensed 
money-lender except when payment is made 
through the court or on a receipt signed by 
the creditor and filed in the court within the 
period of limitation, or through the post 
office on a special form for payment of de- 
cretal amount drawn up so as to show the 
minimum necessary particulars, or by cheque 
on a registered bank, or through the vakil 
of the party to whom payment is made. 

(tr) All debts of the licensed money-lender shall 
have prioi-ity in the matter of repayment to 
any subsequent loans from other crediiors 
whether on mortgage security or otherwise. 

(v) The licerivSed money-lender shall have the right 
to object to an award by a Registrar of Co- 
operative Societies on the ground that he had 
given notice to the co-operative credit society 
of the amount owed by the borrower to him, 
and on such an allegation being proved, the 
court shall not give any priority in the matter 
of execution to the award of the Registrar over 
the 'previous debts of the licensed mahajan. 

(vi) No co-operative credit society shall admit a debtor 
of a licensed mahajan to its membership, except 
on probation, and shall not advance him any 
sum of money as a loan except after arranging 
for the repayment of the licensed mahajan’ s 
dues in instalments within the period of pro- 
bation, and shall expel him from the society 
in case he makes any default in payment of 
the instalments fixed. 

Our colleague, Lala Bal Kishen, objects to giving the 
licensed money-lender priority for all his debts, even over 
the subsequent secured debts of other creditors, or any 
power to object to the award of the Registrar of Co-opera- 
tive Societies, 

90. The licensing authority shall be constituted as 

Licensing Authority. foIloWS ; — 

{a) A Revenue Officer not below the rank of a Tehsil- 
dar, nominated by the Local Government for 
each Tehsil — Chairman. 
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(6) The Khan of the villain in the North-West 
Frontier Province, or a lambardar of the vil- 
lage who is not indebted to the licensed mahajan, 
to be nominated by the Ixx'al Government. 

(c) A zamindar, not being a meml>er of the co-ojMjra- 

tive credit society, elected by the minindars of 
the village from among persons wlio are not in- 
debted to the licensed money-lender. 

(d) An elected representative of the licensed money- 

lenders of the Province. 

(e) An indigenous shroff elected by the association of 

indigenoiKs shroffs if any, or in the absence of 
any such as.sociation, nominated by the Local 
Government. 

(/) A representative of co-operative .scxieties to be 
elected or nominated by the Co-operative 
Department. 

(2) The licensing authority shall grant a license to 
every money-lender who agrees to abide by these conditions 
and should have no discTetion to refuse it. 

(3) The licensing authority shall have no authority to 
cancel a license so long as he complies with the conditions 
laid down above. 

(4) Tn the event of his violating any of these conditions, 
his license shall be cancelled after a warning in the first 
instance. 


91. In our review of the various aspects of agricul- 
tural credit we have already described the part which the 
.... ... agriculturist creditor is playing in 

^ rural finance, the difncultieB created 

by his appearance in protev^ting the peasant proprietor, for 
whose benefit largely the Land Alienation Act was passed, 
the rates of interest charged by him, and the shortage of 
banking funds created by the inveterate habit of the agri- 
culturist to invest his savings in land even when it is not 
an economic investment at all. The situation calls for an 
early remedy particularly in Delhi and the North-West 
Frontier Province where the agriculturist has become the 
principal source of borrowing. But as this question has 
an important bearing upon the existing legislation, our 
proposals in this behalf will be more conveniently outlined 
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in the chapter on existing legislation and legal procedure 
in their bearing on credit. 

92. Two classes of itinerant money-lenders have made 
their appearance in recent years both in Delhi and Ajmer- 
,, , , ^ Merwara. The first group lends 

money on what is known as the 
system of rahti loans. These lenders advance in 
sums of Ks. 10 or its multiples which are repayable in 12 
monthly equal instalments, the first instalment being in 
some cases deducted at the time of advancing the loans. 
A charge of annas five is sometimes made as a muUana on 
each loan of Rs. 10. In case of default one anna per 
rupee per month is charged as penalty. The system is said 
to be popular with those members of the poorer classes in 
the rural and the urban areas who require loans in small 
amounts and who have a fixed daily or monthly income. 
In spite of the high rates of interest, defaults are said to 
be rare owing to the effective methods of recovery adopted 
by the creditors. Our information on the subject is how- 
ever very meagre, and in the absence of fuller information 
we have abstained from making any proposals on the sub- 
ject. We trust that the Co-operative Department and the 
Board of Economic Enquiry, which we have suggested 
elsewhere will take up further investigation of the subject 
at an early date. 

Another chrss of itinerant money-lenders consists of the 
transborder or Kabuli money-lender. The activity of this 
class was at first confined to the cities but it has now spread 
to the villages both in Delhi and Ajmer-Merwara. In 
Delhi, their clients are generally the village Kamins and 
those agriculturists who have no credit left either with 
the co-operative credit societies or with the village money- 
lender. In Ajmer-Merwara their activities embrace the 
mill-hands in Beawar. The rates of interest are very high, 
ranging from one anna to three annas per rupee per month. 
Their methods of recovery are more or less high-handed 
and they seldom resort to law courts to realise their dues. 
Their usual plan of action is to sit dharna outside the 
debtor’s abode and to coerce him into compliance by drastic 
methods. Te evidence which we received', particularly at 
Beawar, suggests that the evil has assumed proportions, 
which call lor energetic action. We realize, however, the 
necessity of not offending the susceptibilities of the neigh- 
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bouring states and suggest, therefore, a very mild remedy, 
of insisting on a license being taken by all foreign money- 
lenders. We recommend, therefore, that 

No foreigner, whether domiciled or otherwise, should be 
allowed to do any money-lending diret^tly or indirectly, 
without taking a license from an authority named by the 
Local Government on the following conditions ; — 

(a) He shall keep a certain amount, fixed by the licens- 

ing authority, as a deposit in an approved in- 
stitution. 

(b) He shall sign an agreement that he will cx>nduct 

his business in accordance with the rules laid 
down by the licensing authority and will not 
charge directly or indirectly rates of interest 
higher than those sanctioned by the licensing 
authority in this behalf. 

(c) If the licensing authority receives any report that 

the licensee has been acting contrary to the 
regulations laid down in this behalf, or been 
recovering his money in a high handed fashion, 
it should have all the powers of a law^ court to 
investigate the charges, to cancel the license and 
to punish the licen.see up to 3 months’ imprison- 
ment in the first instance and six months in the 
next. 

The above suggestions do not, of course, apply to re- 
cognized foreign joint stock or other banking institutions. 

93. A certain amount of money-lending at high rates 
of interest is done on a small scale in the villages by a 

numlier of other individuals, e.g., 
widows. We believe that under com- 
petitive influences which will be 
strengthened by the in-stitution of licensed money-lenders, 
with the spread of the co-operative movement, and 
with the growth of investment habit in rural areas, for 
which we have made our proposals elsewhere, the money 
now invested at moi ■ or less usurious rat^ of interest will 
find its way to more fruitful channels. 
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CHAPTER X. 

Progress of the Co-operative Credit Movement in the 
Centrally Administered Areas. 

94. Next in magnitude, though not in importance from 
the banking point of view, to the indigenous private money- 
lenders are the co-operative credit 
of societies started in recent years in the 
Centrally Administered Areas. The 
general system of the co-operative 
movement in these provinces is based almost wholly on the 
Punjab model, except that there is neither a provincial 
bank nor a co-operative federation in any of these Areas. 

Co-operative societies were first introduced in Ajmer 
in 1904-05, but owing to a variety of reasons, the move- 
ment made no real progress up to the end of the year 1909. 
In February 1910, a Central Bank was formed at Ajmer 
which increased its operations rapidly in the next two 
years with the result that in the year 1912-13, it financed 
6,229 members in 191 villages. In Delhi, the move- 
ment began in 1919-20, but the real progress of the move- 
ment may well be said to have begun only in the year 1921 
when the Delhi Province Central Co-operative Bank was 
established. In the North-West Frontier Province, it 
commenced much later, there being only one co-operative 
society in April 1926, that of a cavalry regiment in 
Risalpur, which was subsequently transferred to Balu- 
chistan. 

96. The salient features of the subsequent progress of 

Salient feature, of the ^he co-operative movement in th^ 
progrea. of the co-opera- Areas are brought out clearly by the 
<4ve moTement. figures in the following tables : — 
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]^orth-West Frontier Province 


17B 



177 


Both in Ajmer-Merwara and Delhi, the movement is 
now pretty widespread. Out of 746 villages in Ajmer- 
Merwara, it has touched 386 villages and benefits nearly 

t th of the rural population of the Province. In Delhi, it 
as reached |rds of the rural area of the Province. A com- 
parison with the progress of the movement in other Pro- 
vinces shows that both Ajmer-Merwara and Delhi are in 
many respects well ahead of the other Provinces of British 
India. The following figures tell their own tale : — 
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Total (Bbitisb India) . j 245*2 33*5 j 13 3 
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96. No difficulties of any sort seem to have been experi- 
«nced in financing the movement in the Centrally Adminis- 

. f, tered Areas. In Ajmer, the Imperial 

^ ' Bank of India allows overdrafts at the 

hank rate to the Ajmer Central Co-operative Bank to the 
extent of 95 per cent, of the value of the Government secu- 
rities pledged with it. An indigenous banker who is tl»e 
Treasurer of the Ajmer Central Co-operative Bank also 
allows it a cash credit of Rs. 50,000, on which he charges 
interest at 6 per cent. The Central Co-operative Bank, 
Delhi, has an overdraft account both with the Imperial 
Bank of India and the Mercantile Bank of India in Delhi 
against Government securities lodged with them. It can 
easily obtain further loans at 6^ per cent, also from the 
Punjab Provincial Co-operative Bank, but so far it has 
had no oa'-asion to avail itself of this source of help. The 
Central Bank of Abbottabad has an overdraft account with 
the Imperial Bank of India, up to a limit of Rs. 15,724, 
against Government securities of the face value of 
Rs. 26,300. 

97. The detailed corm) 08 ition of the working capital 
-of the.se Co-operative Central Banks and the growth 

in recent years of the various items 
-op^«Uv«*c^tr.‘' nlnk,: Composing it are indicated in the tables 
given below ; — 



Ajmer-Mebwara. 
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'VrOBXme GimAL . 18,78,948 100 20,79,410 100 21,88,740 100 21,02,701 100 20,80,901 100 


































Delhi, 

The Delhi Province Central Co-operative Bank, Ltd., Delhi. 
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nsmes fHppUed by the SecreUry, Cestrai Co^perattre Bank. X)eU4. 




















North-West FrontiM t^RoviNcS. 

Hazara Central Co-operative Bank, Ltd., Abbottabad . 
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It appears that the working capital of the central 
banks both in Delhi and Ajmer-Merwara is appreciably 
more than the funds needed to finance the co-operative 
societies of these provinces. Tn fact, in 1923, the Central 
Co-operative Bank, Delhi, asked for and obtained, si>ecial 
permission of the Registrar of Co-operative Stxdeties to 
lend to societies outside the province, and accordingly it ac 
tually lent to tlie societies in Balabgarh and Palwal Tehsil.s 
of Gurgaon District as much as Rs.' 1 ,07,323, out of its totol 
loans amounting to Rs. 4,13,34(). During the years 1924 to 

1927, the Delhi Central Bank went on increasing its invest- 
ments in Government .securities, and in societies outside 
the province, till in 1927 only Rs. 8,02.381, out of the total 
assets amounting to over 12 lakhs, were actually invested in 
loans to the Delhi co-operative societies; in other words 
more than |rd of the investment of the hank was in forms 
other than loans to the Delhi co-operative siK’ieties. In 

1928, these other investments amounted to Rs. 4,98,470 as 
against Rs. 7,89,825 invested in financing its affiliated 
societies in Delhi, which means tliat as much as 39 5 |)er 
cent, of its total investments was invested outside tlu' 
Delhi co-operative movement. Tn 1929, the percentage of 
these extra-territorial investments of the Delhi Central 
Bank declined a little, but even then its loans to its affi 
liated societies amounted to only Rs. 9,76,009 as against 
Rs. 3,88,439 of its other investments. Much the same 
thing has ha[)pened in the ca.se of the .^jmer C'o-operative 
Central Bank. Against a working capital of alxnit 14 
lakhs and outside liabilities on account of loans and 
deposits extending to only 11 lakhs in 1928-29, the bank 
invested in Government securities as much as 6 lakhs. Tn 
1927-28, the market value of its investments in Govern- 
ment securities amounted to Rs. 4,24,249, and it not only 
cleared off the balance of the Government loan of 
Rs. 44,830 borrowed during the previous year but ac 
tually sent as much as Rs. 60,000 for investment to Bombay 
and Rs. 40,000 for investment to the Punjab. Even then 
there was 8urplu:< money in the bank. Far from feeling 
the necessity to attract more deposits by offering an attrac- 
tive rate of interest, both these banks have been in recent 
years making an attempt to decrease their surplim funds 
by lowering the rate of interest on deposits. The co- 
operative movement in these two provinces has thus beei^ 
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Independent of any outside help by way of loans from Gov- 
ernment or from any Provincial Bank in other provinces- 

98. The liquid resources of these Co-operative Central 
Banks also appear to be more than ample. In 1927, the 

liabilities arising out of deposits and 
op^S'v.'SS'Bji^ loans amouitedi in the case of the 

Delhi Co-operative Central Bank to 
Rs. 11,26,264, against which the bank had Government 
Promissory Notes worth Rs. 2,98,000 and cash balances 
amounting to Rs. 12,723. In 1928, the liabilities of the 
bank on account of deposits and loans were Rs. 12,12,556, 
against which it held Government Promissory Notes and 
Treasury Bills worth lis. 2,81,178 and maintained a cash 
balance with the Punjab Provincial Co-operative Bank 
amounting to Rs. 39,258, in addition to cash with the Mer- 
cantile Bank of India and the Imperial Bank of India 
amounting to Rs. 13.963. In 1929, its deposits and loans 
made up a total of only Rs. 12,54,819, against which it had 
a cash balance amounting to Rs. 7,859 in addition to 
Government securities of the value of Rs. 2,31,865. 

The Ajmer Co-operative Central Bank had, in 1926-27, 
Government paper worth Rs. 3,88,448 against its liabilities 
amounting to Rs. 11,29,881, of which only Rs. 10,82,325 
were due to depositors. In 1927, its investments in Govern- 
ment paper and interest thereon amounted to Rs. 3,98,524 
against debts due by the bank amounting to Rs. 11,12,026. 
In 1928-29, the debts due by the bank excluding over- 
drafts on the Imperial Bank and its Treasurer amounted to 
Rs. 10.56,698 against which it held Government paper of 
the value of Rs. 5,35,849. The position in respect of 
liquid funds has thus been all along satisfactory both in 
the Delhi and Ajmer-Merwara Central Banks. 

99. The working capital of primary credit societies and 
the percentages to the total of each 
PHraaiy^iocieUe^!** ° of its Constituent items are given 

below : — 



Working Capital of Agricultural Co-operative Credit Societies, Ajmer-Merwara. 
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Non-agriculturnl Credit Societies, Ajmer-Merwarn. 
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showing the Working Capital of Agricultural Co-operative Credit Societies of t)elht 

Province. 
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Working Capital of Agricultural Co-operative Credit Societies in the North-West Frontier 

Provnce. 
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These fibres show that the agricultural primary socie- 
ties depend at present for their finance mainly on the 
central banks, and that this dependence is greatest in the 
case of the North-West Frontier Province societies. Both 
in Ajmer-Merwara and Delhi, the non-agricultural credit 
societies are, however, becoming less and less dependent on 
the central banks for finance, the percentage of loans 
from the central banks to the total working capital being 
only 13-6 per cent, in Ajmer, and 41-6 per cent, in Delhi, 
at tlie close of the year 1928-29. The share capital and 
the reserve funds of Ajmer agricultural credit societies 
constituted in 1928-29, as much as 46 8 per cent, of their 
working capital and indicate increasing financial strength. 
The percentage of deposits to the working capital is 
highest in the case of non-agricultural credit societies, 
being as high as 65-2 per cent, in Ajmer-Merwara and 
41-7 per cent, in Delhi during the year 1928-29. 

100. In recent years the average amount of each loan 
given by the agricultural co operative credit societies has 

been decreasing in Delhi, and increas- 
Loans by agricultural inpr in Aj mer-Merwara and North- 
i.o-operative ocieties. West Frontier Province. The relevant. 

figures are given below ; — 


Average per loan advanced, hy co-operative societies. 


— 

B 

1925-26. 

1926-27. 

1927-28. 

1928-29. 

Ajmer-Merwara 

31-9 

20-4 

25*0 

33*6 

33*2 

N.-W. F, Proviuoe 


57-3 

53-6 

64*2 

69* 1 

Delhi .... 

88-9 

101*6 

94*9 

85*5 

64*4 


which 


101. The agricultural credit societies have not restricted 
their advances to productive purposes alone. Their 

help is available for all sorts of pur- 
poses, productive as well as unproduc- 
tive. In the following tables, the 
amounts advanced for various purposes have been re- 
grouped according as the purpose of the loan is (a) pro- 
ductive, (5) unproductive, but necessary for susteaance. 


Purposes for 
lotins are taken. 










m 

iuid (c) unproductive and to some extent unnecessary or 
undesirable : — 

Ajmer-Merwara. 

Analysis of the purposes of loans advanced by co-operative 

societies. 



1924-25. 

1925-20. 

1920-27. 

1927.28. 

1928-29. 


Amount. 

Amoimt. 

Amount. 

Amount. 

Amount. 

7. — Productive. 

Rs. 

Ks. 

Its. 

Ks. 

jU. 

Fodder .... 
Seed and manure 

Payment of land revenue 
Weeding and miscellaneous 
Improvement of wells and 
naditi, 

A gricul tural i m j)rove men t s 
Purchase of land 

Redemption of land . 
Purchase of plough cuttle . 
Milch cattle 

Petty trade 

700 

.‘13,705 

8,041 

4,051 

3,(K*8 

1,125 

1,572 

10,183 

8,509 

3,150 

.3,109 

:k),031 

24,095 

8,205 

2,315 

50,002 

1,013 

3,027 

5,043 

11,431 

2,202 

4..380 

S,0S2 

.'>0,243 

12X4)7 

5,884 

2,513 

1 ,000 
0,814 
0,101 
10,012 
1,041 
902 

1 

1 

Total 

78,419 

1,49,070 

1,00,405) 

72,030 

1,25.224 

Pekcentaoe to Grand 
Total. 

04-5 

70-4 

05-3 

57*2 

59*2 






1 1 njyroduclive but i 

nectsmry. 






Repayment of old debts 
Building .... 
Maintenance 

Miscellaneous 

20,743 
039 
2,912 
2,759 ' 

.30,442 

445 

8,805 

3,427 

27,245 

555 

9,167 

2,730 

19,012 

489 

4,880 

16,020 

31,W3 

2,049 

13,630 

15,467 

Total 

27,053 


39,687 

41,007 

62,139 

Percentage to Grand 
Total* 

22-3 


24*6 

32*6 

29-4 






77/. — Unproductive but 
partly unnecessary. 






Marriage and funeral 

ceremonies. 

16,924 

19,763 

15,342 

12,910 

24,256 

Pbrcsktaox to Grand 
Totaju 

131 

9*3 

9*5 

10*2 

1P4 

GRAND TOTAL 

1,21,396 

2,12,852 

1,01,494 



1,26,953 

2,11,618 
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North-West Frontier Province. 

Analysis of the purposes of loans advanced hy co-operative 

societies. 



1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

/. — Productive. 

Rs. 

Rs. 

Re. 

Re. 

Fodder ...... 

Seed ...... 

Cattle ...... 

Wells 

Trade ...... 

Payment of land revenue . 

Rent ...... 

Purchase of land .... 

Redemption of land .... 

Mortgage of land .... 

8 

1,389 

56 

288 

*110 

1,698 

20 

1,873 

*200 

122 

120 

*2,088 

209 

37 

6,069 

60 

699 

160 

4.663 

6,328 

666 

639 

8,634 

* 609 
295^ 

*7*981 

6,404 

260 

Total 

3,448 

4,423 

17,986 

25,378 

pEROBNTAOE TO GrAND ToTAL 

37*3 

31*3 

61-6 

43-3 

11. — Unproductive but neceseary. 





Payment of old debts 

Building ...... 

Food and grain ..... 

Household ..... 

Miscellaneous ..... 

Education ..... 

5,407 

*373 

9,061 

290 

326 

14,929 

1,210 

292 

*135 

28,475 

1,083 

879 

312 

1,268 

80 

Total 

6,780 

9,677 

16,666 

32,097 

Pkeckntage to Grand Total 

62*6 

68*7 

47*5 

54*8 

///. — Unproductive and partly un- 
necessary ^ 


1 

1 



Ceremonies ..... 

• • 


270 

1,066 

Percentage to Grand Total 

•• 

•• 

•8 

1*3 

1 

GRAND TOTAL 

9,228 

14,100 

• 34,821 

68,631 
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Delhi. 


Aiudysis of the j)urposes of loans adrancod by co-operatire 

societies. 



1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

Amount. 

I. — Prodnctiw, 

1. Fodder 

2. Seed .... 

3. Bent .... 

4. Land Revenue 

5. Agricultural Expenses . 

6. L^d improvement 

7. Wells .... 

8. Land purchase 

9. Redemption of land 

10. Mortgage of land 

11. Cattle 

12. Carts .... 

13. Implements 

14. Trade 

16. Repayment of mortgage 

Rs. 

2,029 

796 

1,500 

lV,761 

2,945 

2,020 

Rb. 

2.228 

1,155 

3,170 

*773 

2,214 

10,012 

150 

3,526 

Hs. 

1,940 

1,988 

120 

2,191 

300 

190 

1,177 

9.35 

650 

13,623 

525 

3,023 

R«. 

95 

2,095 

750 

2,768 

1,432 

290 

1,040 

150 

13,280 

200 

1,520 

lU. 

6,906 

4,991 

360 

1,273 

7^5 

312 

900 

100 

6,994 

100 

1,305 

277 

money. 

Total 

21,051 

23.227 

26,668 

23,020 

24,573 

Percentage to Grand 
Total. 

66-3 

46‘3 

49*2 

65'6 

79’8 






11 . — U nproductite bu t 
necessary. 



1 

1 



1. Repayment of old debt 

2. Building 

3. Food and grain . 

4. Household expenses 

6. Miscellaneous 

6. Sickness 

7; Education . 

7,627 

3,733 

1,000 

266 

15,264 

4,025 

1,218 

1,107 

13,809 

4,819 

740 

2.636 

6,923 
; 1,960 

220 
218 
55 

70 

1,790 

920 

1,660 

170 

100 

50 

Total 

12,616 

21,614 

22,004 

9,446 

4,600 

Peecentaoe to Grand 
Total. 

33-2 

43-1 

406 

26-2 

16-2 






III. — Unproductive bui 
partly uniMcessary. 




1 

1 


1. Marriage and death 

ceremonies, etc. 

2. Litigation . 

4,370 

5,247 

100 

5,541 

2,940 

1,520 

Total 

4,370 

6,347 

5,541 

2,940 

1,620 

Pl»OENTAQB TO GrAKD 

11-6 

10-6 

102 

8*2 

4*9' 

Total. 






GRAND TOTAL 

38,037 

60,188 

54,213 

36,006 

30,783 

1 
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102. It is worthwhile analysing these figures according 
to the period for which the amounts borrowed for different 

objects are really required or may be 
loMs' objects of presumed to have been required- ' In 

the sub,- joined table the figures given 
above are, therefore, regrouped into — 

(a) amounts presumed to have been borrowed for short 
periods, 

{b) amounts presumed to have been borrowed for in- 
termediate terms, and 

(c) amounts presumed to have l>een borrowed for long 
periods. 


A J M EU-MeR W.ARA . 


A nnhjfth of the purposes of loans adranced by Agricultural 
Co-operative Credit Societies classified according to 
short term., intermediate, and long term. 



1924-25. 

1025-26. 

i 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

Amount. 

L — Short term. 

Hh. 

Rs. 

Rs. 

Rs. 

1 

Rb. 

Fothler .... 

700 

30,631 

8,082 

1,367 

11,672 

Seed and manure 

33,765 

1 24,695 

50,243 

18,764 

32,628 

Weeding and miscellaneous 
charges. 

4,651 

2,315 

1 5,884 

1,877 

2,442 

Payment of land revenue 
and rent. 

8,641 

8,265 

12,607 

20,709 

21,142 

Petty trade 

3,109 

4,386 

902 

1,198 

4,305 

Maintenance 

2,912 

8,805 

9,157 

4,886 

13,630 

Miscellaneous 

2,759 

3,427 

2,730 

1 

1 

16,620 

15,467 

Total 

56,537 

82,524 

89,a05 

66,421 

1,01,176 

Pbeoentaoe to 

I'OTAL. 

46*5 

38-8 

65-5 

51-9 

47*8 
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1924-25, 


1926-27, 

1927-28. 

1928-29. 


Amount. 

Amount . 

Amount . 

Amount. 

Amount. 

//. — JnlemieJiate, 

Rs. 

Hs. 

Us. 


R». 

Purchaae of plough l attlr 


11,431 

10,012 

10,438 

I8,8t»4 

Agricultural i m piemen ts 

1,125 

1.013 

1.060 

2,855 

3,420 

Marriage and funeral oert^- 
moniea. 

1 5,924 

19,703 

15, ,342 

12,910 

24,255 

Milch cattle 

:LI5b 

2.202 

1,041 

1,288 

4.195 

Iota I. 

28.714 

.34.409 

28,(9; 1 

27.491 

r>0.740 

Pkbcentaoe to Geand 
Total* 

23*7 

10*2 

17*7 

21*9 

23*9 

III. — Long term. 






Purchase of land 

1 ,572 

3,(>27 

0,814 

3.441 

o.4(»:j 

Improvement of wells and 
nadi^. 

3,(X)8 

5f),h02 

2,513 

,3,00(i 

5,978 

Redemption of mortgage 

land. 

10,183 

5.(M3 

0,101 

7,09:i 

14,209 

Buildings .... 

039 

445 

555 

489 

2,049 

Repayment of old debts 

20,743 

30,442 

27,24*. 

19,012 

3l,(K)3 

Total 

36,145 

95,559 

43,228 

33,041 

59,702 

Pkroitntage to Gband 
Total. 

2'J-8 

45*0 

20*7 

20*2 

28-2 

.GRAND total 

1,21,396 

2,12.562 

1,61,494 

1,25,953 

2,11,618 
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North-West Frontier Province. 

A iialysis of the purposes of loans advanced by Co-operative 
Societies classified according to short term, inter- 
mediate, and long term. 



1925-26. 

1926-27. 

1927-28. 

1928-29. 


Amount. 

Amount. 

Amount. 

Amount. 

I. — ^korl Urm. 

Rs. 

Rs. 

Rs. 

Rs. 

Seed ...... 

Fodder ...... 

Land Revenue ..... 

Rent ...... 

Grain ...... 

Trade 

Misoellaneoua ..... 
Household ..... 

8 

*288 

*373 

55 

20 

*122 

120 

320 

200 

37 

209 

160 

*292 

599 

135 

639 

566 

295 

*879 

609 

1,268 

312 

Total 

724 

788 

1,422 

4,558 

PEaOBNTAOK TO GeAND ToTAL 

7*8 

5-6 

4*1 

7*8 

//. — Inter/nediale. 





Gattle ...... 

Oeremonie s . • • * • 

1,389 

1,873 

6,059 

270 

8,634 

1,066 

Total 

1,389 

1,873 

6,329 

9.690 

Pbrokntaoe to Grand Total 

151 

13*3 

18*2 

16*6 

IIL — Long term. 





Repayment of debt .... 
Redemption of land .... 
Purchase of land .... 

Building 

Mortgage of land .... 

Wells 

Education ..... 

5,407 

1,598 

110 

9,061 
. 2,088 

’’290 

14,929 

6,328 

4,653 

1,210 

* 50 

28,476 

6,404 

7,981 

1,083 

260 

’ 80 

Total 

7,115 

11,439 

27,070 

44,283 

pRBOJSNTAOS TO GrAKO ToTAL 

77-1 

8 M 

77*7 

76-6 

GRAND TOTAL 

9,228 

14,100 

34,821 

68,631 
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Delhi. 


Analysis of the purposes of loans adranced by Co-operative 
Societies* classified according to short term, inter- 
mediate, and long term. 


j 

1924-25. 

1925-26. 

1926-27. 

1927-28. 

1928-29. 


.Amount. 

Amount. 

Amount. 

Amount . 

Amount. 

I. — Short tenn. 

Trade .... 

Seed .... 

Agricultural exjjenses 
Houaehold 

Land Revenue . 

Land impi-uvemcnt 

Fodder .... 

Orain .... 

Rent .... 

Sickness .... 

Mi8(x?llaneou8 

Ks. 

2,945 

2,029 

i,r>ot> 

1,000 

am 

256 

Bs. 

3,525 

1,155 

1,107 

3.170 

2,228 

1,218 

Rs. 

3,023 

1,988 

:m 

2,636 

2.191 

190 

l,tH0 

740 

120 

Rs. 

1,520 

2,095 

1.432 

218 

2,768 

95 

220 

750 

55 

277 

4,991 

755 

170 

1,273 

6.tX>6 

1,660 

360 

100 

Total 


8,526 

12,403 

13.128 

7,2r)3 

16,492 

Percentage to Grand 
Total. 


22*4 

24-75 

24-2 

20-1 

53-6 







IJ. — Intermediate. 

’Cattle .... 
Carts .... 

Implements 

Ceremonies and Marriage . 
Litigation 


11,761 

4,:i70 

10,012 

150 

5,247 

100 

13,623 

525 

5,541 

33,280 

200 

2,940 

<1,994 

100 

1,305 

1,520 

Total 


16,131 

1.5,509 

19,689 

16,420 

9,919 

Percentage to Grand 
Total. 


42-4 

30-9 

36-3 

45* 1 1 

32-2 

Ill, — Long fperiod. 

Old debt 

Building .... 
Wells .... 

Redemption of land . 
Purchase of land 

Mortgage of land 
.Education 

> 

7,627 

t3,733 

^2,020 

15,264 
i 4,025 

1 773 

2,214 

13,809 

4,819 

1,177 

656 

935 

6,923 

1,960 

1,040 

150 

70 

1,790 

920 

312 

1(X> 

900 

300 

50 

Total 


13,380 

22,276 

21,396 

12,333 

4,372 

Pebcektaoe to Grand 
Total. 


35-2 

44-3 

39-5 

34-3 

14-2 

GRAND TOTAL 

38,037 

50,188 

54,213 

36,006 

30,783 


♦ Selected by CJo -operative Department every year, 
t Wells and building. 
i Miortgage money. 


BANKCOM. 
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The most striking fact brought out by these tables is 
the large percentage of the total loans borrowed for objects 
which really require intermediate term and long period 
loans. In 1928-29, these amounted to 92-2 per cent, of the 
total in the North-West Frontier Province, 521 per cent, 
in Ajmer-Merwara, and 464 per cent, in Delhi. In the 
year 1927, the f)ercentage of these loans to the total was 
95-9 in the North-West Frontier Province, 481 per cent, in 
Ajmer-Merwara and 79 9 per cent, in Delhi. During the 
years 1924-25 to 1928-29 loans for short term purposes 
varied betwcjen 38-8 and 55-5 per cent, of the total in 
Ajmer-Merwara, between 41 and 7 8 per cent, in the North- 
West Frontier Province, and between 20-1 and 53-6 per 
cent, in Delhi Province. 

'I’he presumption as to the long periods for which the 
IfMins advanced by the co-operative banks are actually used 
is strengthened by the fact that in recent years the pro- 
portion of the loans advanced during the year to the work- 
ing ( apital of the Central Bank has been declining appre- 
ciably faster than that of the loans due at the end of the 
year to the working capital. 

The relevant figures for the years 1925 to 1929 are 
given below : — 

Delhi Central Co-operative Bank. 


Year. 

Working 

capital. 

Loans 
advanced 
during 
the year. 

Percent- 
age of 
working 
capital. 

Loans 
due at 
the end 
of the 
year. 

Percent- 
age of 
working 
capital. 

1925 

• 

• 



7,09,552 

2,83,420 

39-94 

5,98,205 

84*31 

1926 

• 




8,75,103 

3,75,371 

42-89 

7,33,092 

83*77 

1927 

* 


• 


12,02,304 

3,15,408 

26-23 

9,38,490 

78-06 

1U26 

* 

• 

• 


13,20,608 

2,80,363 

21*23 

8,42,858 

63*82 

1929 

• 

• 

• 

• 

14.01,525 

3,60,440 

2&*00 

10,14,618 

72*39 
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The Central Co-operatite Bank, A jmer-Merwara. 


Ye«r. 

i 

: Working 
capitiU. 

Ix^AtPS 
nriAtle 
dviring 
the ycAr. 

1 

! 

I’ert^nt • j 
agf' of 1 
working \ 
lApital, i 

i 

1 

lAyH\9 
(hw* At 
t Iw f*nii 
tlw 
year. 

PwrwttI* 
age <m 
working 

I 

vmw . . . , 

12.81.927 

1 

7.73,r>90 

<k>-3 

11. 40, 0,47 


I925.2G 

20,79*410 

11,7:1.009 

:>o-o 

IH.OO.TtRi 

HO-9 

1926-27 

1 21.k:J,746 


r>7’ 1 

10.89.621 

77 4 

1927-28 . 

1 21,02.701 


;u-a 

1 10.09,. >78 ' 

j : 

! 70-6 

i 

1928-29 .... 

1 

j 20,80,901 

8.34.:i:ii 

:up9 

1 

i 14,90.704 j 

! ! 

1 


103. There are no .sj)e<,ual institutions i'or long-term 
credit in Delhi and the North-West Frontier Province, 

but a beginning in this diret'tion has 
Mortgage already l)een made in Ajmer-Merwara, 
where there exist at present 3 ck»- 
operative mortgage banks and 10 mortgage wxjieties. 
These are financed not by long period funds raised by 
means of del>enture8 issued to the public but by mmns of 
loans from the Co-operative Central Banks. During the 
year ending the 30th June 1928, the total amount of loans 
advanced by these banks, i.e., mortgage Imnks and societies, 
was only Rs. 11,126 and during the year ending the 30th 
June 1929, the amount advanced increased to Rs. 25,385. 
Eighty-nine loans amounting in the aggregate to Rs. 19,827 
were granted in 1928-29 for redemption of land and 25 loans 
amounting in the aggregate to Rs. 5.558 were advanced 
for improvement of wells and nadis. Till the 30th June 
1929, 1,652 bighas of land had l)een redeemed by the 
members of these co-operative mortgage hanks and societies 
with the help of these institutions. 

The method of work of these institutions is described 
by the Registrar of Co-operative Societies, Ajmer, in the 
following extract taken from his w ritten niemorandum sub- 
mitted to the Cora. dttee ; — 

“ The method of work of these institutions is that a 
person who wants to take a loan submits an application in 
the prescribed form. He has to attach copies of his 
kheivat and khasra airdawari from the revenue records. 

h2 
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Two independent enquiries are conducted, one by the Sub- 
inspector who is a paid person and the other by one or two* 
directors (of the bank) of the Circle in which the person 
resides. These enquiries relate to his land holding, nature 
of the soil, irrigation resources, value of land, income from 
land, cost of production, income from other sources, sure- 
ties for other land to be taken in inortgage^^^ period of loans, 
number of instalments, character and credit of the appli- 
cant and his repaying capacity. Enquiry is also made 
under what circumstances and for what objects the loans 
were contracted by the applicant. At present loans are 
advanced only for (1) redemption of land and (2) improve- 
ment of land. The Boards are authorised to sanction 
loans up to Rs. 500 and loans exceeding that amount are 
advanced with the sanction of the Registrar of Co^ 
operative Societies. These banks borrow funds at 6 to 8 
per cent, and advance loans at 8 to 12 per cent. Loans are 
not advanced direct to the borrower in cash for redemption 
of mortgages, but either the money is paid in cash before the 
Sub-liegistrar, or cheques are issued direct in the name of 
the mortgagee. Loans for improvement of land are ad- 
vanced by instalments after seeing that the previous in- 
stalments have been properly a{)plied. On the Board’s 
sanctioning the loan, intimation is given to the applicant 
who then brings his sureties and the amount of the share 
money, which is based on the amount of the loan required. 
The land to be redeemed is taken as security by getting 
it registered together with other land owned Dy the 
borrower ”. 
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CHAPTER XI. 


Adequacy of the Co-operative Movement. 


104. In the pret^ing Chapter we have attempted to 
give a brief sketch of the co-operative credit movement in 


Exisiting defects. 


the Centrally Administered Areas so 
as set out the achievements and the 


strong points of the movement. In the present Chapter 
and the next one, we propose to examine the movement a 
little more critically with a view to form a proper estimate 
as to the adequacy of the movement from the banking point 
of view and to point out a few of its existing limitations 
and defects. 


So far as tlie North-We.st Frontier Province is concern- 
ed, the movement is professionally in a stage of infancy and 
has not yet gained a firm f(K>ting or touched even the fringe 
of the problem of its rural indebtedness. 

Dtdhi IVovince is more urban than rural. Its total 
urban pojiulation at tlie census of 1921 was 3,04,420 and 
the rural 1,83,768. Intensive enquiries into .selected vil- 
lages suggest a slight decline in the rural population and 
common ob.servation [loints to a considerable increase in the 
urban {lopulation sinc'e the census of 1921; but the number 
of members in the agricultural co-operative credit societies 
in June 1929 was 50,011 as against only 1,376 in the non- 
agricultural credit societies. In other words, although the 
province is predominantly urban, the co-operative move 
ment of the province is overwhelmingly rural. There is 
no doubt that there are a mjml>er of branches of Indian 
joint sttH-k and exchange banks in addition to the Imperial 
Bank and the Post Offices in the city, but except the Post 
Office Savings Banks, these attend to the needs of large 
traders and merchants only, leaving the bulk of the urban 
community of the Delhi Province practically untouched by 
banking facilities, ex(‘ept that the Post Office Savings 
Banks receive deposits. The hulk of the population of the 
Delhi Province depends for its livelihood not.on production 
of raw materials, but on industry, transport, trade, public 
administration and miscellaneous cxxnipations including 
domestic service, and the economic needs of persons of 
limited means, included in these sections, have been practi- 
cally ignored by the Co-operative Department. The evi- 
dence before us particularly of the Inspec tors of Co-opera- 
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tive Societies, Delhi, revealed exceedingly unsatisfactory 
credit conditions for the poorer section of the urban com- 
munity, for the stipulated rates of interest in their case 
were even higher than those obtaining in the rural area. 
The idea that the co-operative movement is designed to 
operate primarily in rural areas and the heterogeneous com- 
position of tlie urban population would seem to be respon- 
sible for this lack of adequate activity on the part of the 
Co-operative Department in this peculiarly urban province. 

The Province of Ajmer-Merwara has a rural popu- 
lation of 3,30,574 and an urban population of 1,64,697, 
while the number of members in agricultural co-operative 
credit societies in 1928-29 was 9,768 as against 2,139 in 
the non-agricailtural co-operative credit societies. Even 
here, there is room for improvement in urban areas, though 
in fairness to the Department it should be noted that in 
recent years it has been making efforts to attend to the 
needs of the urban communities by means of Thrift and 
Saving Societies, House-Building Societies, Educational 
Societies and Marriage Fund Societies. The number of 
members in each of these societies is still very small, but 
initial difficulties, inevitable in a movement of this sort, 
seem to have been largely overcome, and the foundations 
for future development of the urban side of the co-operative 
movement in Ajmer-Merwara appear to have been well laid. 
In Delhi, while there has been a rapid and continuous pro- 
gre.-.s I)cth in number and members of co-operative societies 
in the rural area, throughout the period 1919-29, there was 
not only a gradual decline both in the number of co-opera- 
tive members and societies in the city till 1924-25, but also 
a serious set back in the progress of the movement in 
urban areas from 1924 right up to the end of 1926-27. 
Even in 1927, the total number of non-agricultural credit 
societies was smaller than in 1920-21. There was, how- 
ever, an appreciable improvement in 1928, but time would 
show whether that improvement represents the beginnings 
of a really sound and steady growth of urbarT societies in 
the Delhi Provin<^e We cannot too strongly emphasise 
the urgent need of stimulating the activities of the Co- 
operaive Department in the urban areas of this province; 
for apart from meeting the needs of a large urban popu- 
lation, we believe that the spread of the gospel of cc-onera- 
tion among the urban communities is likely eventually to 
have healthy repercussions in rural areas by increasing 
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rapidly the supply of cxKoperative missionaries for propa- 
ganda work in villages and thus accelerate the process of 
freeing the movement from official control. 

105. As regards the rural population, the representa- 
tives of the Co-operative Department stated that the move- 
ment had not so far touched the small 

thf ’’"’'"I 

sihle that this is due to the oonjmon 
impression that the trader in the rural areas is only a 
professional money-lender who lives wholly or mainly by 
money-lending; but the intensive enquiries wmducted in 
the selected villages show that this is by no means a correct 
assumption in quite an appreciable numlier of cases. 

Co-operative statistics do not distinguisli l)etwt>en pro- 
prietors, cultivators and the landless cla.ss; but tlie Regis- 
trar of Co-operative Scx'ieties, Ajmer Merwara, mentions 
in paragraph 13 of his “ Report on the w’orking of the Co- 
operative ScK'ieties, 192^-29,” that the mimlier of ‘ fK>or ' 
men among the members of the w-operative credit sfx ieties 
was 1,364 on the first of July 1927 and 1,281 on the first of 
July 1928 and states in answer to a sfiecific query that 
“ these poor men are nearly all landless laliourers On 
this assumption only 16 per cent, of the total numlier of the 
members of the agricultural credit sixieties are landless 
labourers, whereas the proportion of ‘ helpers in cultiva- 
tion ’ taken together with ‘ farm servants ’ and ‘ field 
labourers ’ to ‘ ordinary cultivators ’ in Ajmer Merwara 
was 104 : 136 at the cen.sus of 1921 It is obvious that com- 
pared to their total strength, landless labourers are not 
getting a fair share of the benefits of the co-oi>erative move- 
ment or of the attention of the Co-operative Department 
in Ajmer-Merwara In the case of Delhi, the InsjHxtor 
of Co-operative Societies, (Rural) Delhi, was reque-sted 
to make an investigation on the point in a few typical vil- 
lage societies and the result of his enquiry is summarised 
in the following tabular statement submitted by h.m : — 


Totel No. of No. of t^rioaltnnJ Nt-MBKE of mkmiikhk. 

a^rHcnltnral oreciit credit sociciij^ in 7 

' Bocietieii in which enquirie« Proprw** Tenant* TtyraL. 

Delhi. were made. tora. Ubourera. 


234 115 ( Km 310 j m j 2,425 

Percentage of the total . 1 73'7 12*7 
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Analysis of families who have borrowed from co-opera- 
tive societies in some of the villages selected for intensive 
survey in Delhi Province yield the following results : — 


Members of Co-operative Societies. 


Villagefl. 

Owners. 

Tenants. 

Partly 

owner* 

and 

partly 

tenant*. 

Labourers. 

1. Nangioi Sayyad 

9 

9 

4 

. , 

2. Shahpur Jat 

14 

4 

12 

•• 

3. Nangli Sakravti 

18 


5 

•• 

4. Jonapur .... 

12 

2 

5 

•• 

6. Haue Rani 

40 

9 

20 

2 

6. Maajid Moth 

1 

1 

3 

5 

•• 

7, Silampur . 

5 

3 

4 


B. Rajpur Khurd 

0 

1 

i 

i 

5 


Total 

105 

31 

00 

2 


The position in Delhi thus appears to be even worse 
than in Ajmer-Merwara, for here the number of labourers 
who are members of co-operative societies is infinitely 
small. It appears that this is due partly to the fact that 
members who have proprietory rights in land fight shy of 
the landless class in unlimited liability societies and partly 
to the tendency in co-operative societies to lay more em- 
phasis on the security of a member’s property than on his 
character. , 

In any case, the broad fact cannot be denied that the 
co-operative movement in rural areas has as yet touched 
only a fraction of the population. The total rural popu- 
lation of the Delhi Province is 1,83,768 and the total num- 
ber of members in agricultural credit societies is 5,011. 
The average size of the family at the census of 1921 was 4'3 
which means that only 21,547 persons were within the co- 
operative movement ; this works out to 11 '2 per cent, of the 
rural population. The rural population of Ajmer-Mer- 
wara is 3,30,574 and the total number of members in the 
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pnmarj’ agricultural credit societies is at present 9,768. 
The average size of the family at the census of 1921 was 
4‘^ which means that only 41,220 persons are at present 
within the co-operative movement; this works out to 12 5 
per cent, of the lural (K)pulation 

106. Apart from these limitations of the progiHWis of 
the co-operative credit movement, there is another tispect 
Membership that caniiot be lost sight 

of In Ajmer Merwara the move- 
ment has made absolutely no progress in nnmlwrs for seve 
ral years. In fact the total miml)er of members in agri 
cultural credit .societies in 1913 (10,387) was slightly hi^er 
than the total number in I92H 29 (9,768), which in fact 
mean*- that for nearly 16 years the movement has l)etm 
practically stationary. Lisiking more (lo-sely at the his- 
tory of the movement, it is found that it made appreciable 
progress l)et\vc*t'n 1912 and 1916 so far as numliers go, but 
ever since. 1916-17 it has l>een showing an almost continu 
ous decline in numbers. The number of .societies in 1928 
is undoubtedly greater than what it was in 1913, but there 
has been a steady dei line between 1920 21 and 1927-28. 
Considering the figure for ,1928 29 as a normal figure, there 
has I>een an increase of only 8 agricultural credit sixaeties 
during the 9 years since 1920, which works out at less than 
one '(X'icTy {ler year. Even if we take only recent years 
(since 192«1) into account, the rate of progress does not 
ap))ear to be enciairaging. In the Ajmer (’ircle, the num- 
ber of members has intTeased by 132 in the 6 years between 
1923 and 1928, which means an increast; of only 6 2 per 
cent, in 6 years or 1 per cent, per annum. In Beawar 
Circle the numlier of memliers increased in the same 6 years 
by ).030 or by 81 per cent, per annum, over the total nurn- 
berin 1923-24; in Todgarh Circle there was an increase of 
216 in the number of members between 1923 and 1928, 
which means an increase of 25 per cent on the total num- 


ber in 1923 or 4 per cent per annum. 

107. The limited field ixivered by the co-o|)erative credit 
agencies is brought out even more strikingly by the amounts 

borrowed from the co-operative socie- 
pro Compared to the total indebtedness 

* of the villages. The extensive survey 

of indebtedness in 511 villages of Ajmer-Merwara shows 
that of the total rural debt of over 197 lakhs only 
Rs. 17,04,662 were borrowed from co-operative soeietie» 
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and banks. In other words the co-operative movement 
financed the rural population to the extent of only 8-6 per 
cent, of their indebtedness. Intensive enquiries in 20 
selected villages indicate a slightly lower ratio. Of the 
total debt amounting to Rs. 12,67,474, only Rs. 83,731 or 6-6 
per cent, was borrowed from the co-operative sfwieties. 

No extensive enquiries could be conducted in the North- 
West Frontier Province; but the intensive survey in 16 
selected villages indicates that the rural areas of this pro- 
vince are financed by the co-operative movement to the 
extent of only Rs. 9,357 out of a total indebtedness of 
Rs. 31,62,729, i.e., only 29 per cent, of their indebted- 
nes.s. The detailed figures are given below : — 

Nouth-West Frontier Province. 


Intensive Survey of selected villages. 


No. 

Villages. 

Total debt. 

Co-op. Banks. 

1. Chainkaiii 


Rs. 

50,587 


‘2. Pabhi 


1,90,807 


3. Sbabqftdar 


1,75,351 


4. Mnyai’ 


1.29,513 


5. Maiiki 


64,484 


b. liOcbi Bh1:i 


1,07,933 


7. Hanprr)o 


2,53,602 


H. Billitan^ 


1,21,870 


9. Dlianitaur 


2,65,129 

4,200 

10. Kot Najibiillft 


3,26,249 

5,157 

1 1 . Panodheri 


61,685 


12. Gboriwala 


2,51,679 


IB. Shabbnz Kbel 


1,96,889 


14. Potah 


62,434 


15. Maddi 


4,41,455 


IT), rbi] Imam 


4,58,002 



Total 

. 31,63,729 

9,367 

Perceiitaf^e 

to total debt 

. 

•26 

T* tv • • . • 





In Delhi intensive enquiries in 14 selected villaeres show 
only 6-1 per cent, of the total loans as the share of the co- 
operative movement among the financing agencies of the 
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rui^l areas. The detailed figures and percentages in each 
village are given below : — 


Delhi Province, Intensive Survey. 

Class of creditors. 


Names of vtllage*. 

Oo%'rm- 

ment. 

tU>-opeNrative 

banks. 

AgficnlUuiat 
money 
lend (MS. 

Ntm* 

AfrtcittJturtii 

money 

Icmden. 

Total. 

Percsttlafa 

Uy t h« tow 
of loans by 
CO'Operatlta 
banks. 


Rs. 

Rs. 

Ha. 

Rjt. 

Rs 


1. N«ii|^ S«yyad 

1.867 

4,480 

16.580 

13,464 

35,887* 

121 

t. 91i«lip«r J*t 

821 

6.8S2 

94,460 

78,780 

1.79.848 • 

8 8 

8. 0eoraU . 

2,200 


19,576 

7.266 

29,068 


i, N*iigilAaknivti. 

4.247 

0.684 

2.303 

20,619 

33,808 

160 

5. Jafarpitr Kalan. 

375 

4,080 

9,300 

20.212 

34.867 

14 S 

«. MmtUd Muih 

525 

3.7641 

37,925 

7,625 

46,685 

7 5 

7. Hlampur . 


1.250 


23.715 

24,665 

5 0 

8 Rajpur Khurd . 

125 

2,486 

13.656 


16,267 

15 0 

9. I>«llupurm 

720 


2,860 

14.590 

18,170 


10. Kohaiiinuulpur. 

M«)ri 

11, /bangoU . 


i 

24,479 

7,200 

31,679 

•• 

1,461 


5,057 

24,713 

31,281 


12. Jonapur . 

345 

3,032 

7,712 

49,035 

60,124 

5-0 

13. Haul Rani 

7eyo 

0,112 

32,173 

29,462 

68,507 

8'6 

14. Akb^rpur Majra 

005 


1,930 

12.5<M) 

15,155 


Total 

I 14,101 

38,572 

2,68,011 

3.98.111 

6,28.865; 


Percentage of c»a< h 
to the total . 


6 1 

1 4f0 

1 

i t»ti 

1 




* lixcludhj? Rs. 2 HIO 

t Kvcludlng ItH. m <'.2 > um*las»lfh*U t hi' Invemlg.iKir 
HKcludifig R?' 2l .4»0 uim lni>‘'!dned . 

'J'he extensive survey of indeble(ii)eH.s in '2U2 villages 
suggests that the results of intensive einjuiries are on the 
whole an over estimate. Of tlie total indebtedness extend- 
ing m Rs. 90,22,394, the eo-of)erative movement finamed the 
rural jaipulatiou to the extent of only Rs. 5.39,601. i.c., 
less than 6 per cent, of the total. 

Does the movement finance even its own memliers ade- 
quately, or has it freed its memliers from dependence on 
other a^ncies? The answer to both these vital questions 
is unfortunately in the negative. In 1923-24 only one out 
of 2,102 members of co-o[>erative societies in Ajmer ('ircle, 
323 out of 2,124 members of co-operative societies in Bea- 
war Circle, and 124 out of 868 members of co-oj^rativc 
societies in Todgarh Circle were free from mahajan' s debt. 
In 1928-29 the position improved both in Ajmer and Tod- 
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g arh Circles, though uot in Beawar; but even then the ifum- 
er of members free from mahajan's debt was only 9'2 per 
cent, in Ajmer Circle, and 9-7 per cent, in Todgarn Circle. 
Detailed analysis of intensive enquiries into 14 villages of 
Aimer-Merwara confirms this conclusion as the following 
table will show : — 


ToU-l number 







of families 

No. of 






who have 

families who 

Villages. 





borrowed 
from the 

deal only 
with 






village 

co-operative 






co-operative 

societies. 






societies. 


1. Bhagwanpura 





39 

. . . 

2. Bagar 





28 

1 

3. Balad 





48 

18 

4. Sanadh 





30 


5. Rawatmal 





14 


6. Nayran 





7 


7. Danaarian 





1 

... 

8. Sarana 





16 

2 

9. Banjari 





11 


10- Galti . 





14 

. . . 

11. Bar 





19 


12. Lftvera 





9 


13. Rajiawas 





17 

2 

14. Rupnagar 



• 


11 

2 




Total 

. 263 

20 


108. Allegations having been made before the Commit- 
lee that several members of co-operative societies borrow 

from the mahajans to repay their 
tive'^sode^f ofS’n^’^uke instalments to societies, the Extra 
loans from outside their Assistant Commissioner, Merwara, 

was requested to make a detailed en- 
quiry into the matter in a few villages, and the result shows 
that even such cases are unfortunately far too common. 

In Delhi the position appears to be no better. Of the 
five typical village societies selected for enquiry by the 
Inspector of Co-operative Societies, in not a single society 
are all the members free from the sahukar's debt; in one, 
not a single member is free of sahukar's debt; in the 
remaining four only 11 members out of a total 110 are in 
that position. Taking the five societies together only 11 
out of 130 members, or only 8'4 per cent., are independent 
of outside financing. Further details of the results of this 
interesting enqui^.are summarised in the following table 
submitted to the Committee by the Inspectors of Co-opera 
tive Societies , Delhi ; — 
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Analysis of intensive surveys in 9 villages of Delhi sug- 
gests that the actual position in the whole province is prd)- 
ably very much worse as the following figures will show : — 


VlUi«(w. 

1. Nangloi Sayyad 

2. Shahpur Jat 

3. Haue Rani 

4. Rajpur Khurd 

5. Nagli Bakravti 

6. Bilampur 

7. Masjid Moth 

8. Jonapur 

9. Jafarpur Kalan 


No. ihofte wIk) 
b'/iTowed from 
c -operative 
socieilea. 

22 

30 

71 

12 

23 

12 

9 

19 

43 


No. of tboae wbo bare 
borrv wed exdaatvely 
fr< m o:-operattve 
<^ooletle«. 

1 

3 

1 

1 

i 


Total 241 

In other words, only 2’9 per cent, are free from outside 
debt. 

109. Not only are an overwhelming majority of mem- 
bers of co-operative societies indebtea to creditors other 

than their societies, but the bulk of the 
OuUide debt of jg ^^g ^ these outside 

Societies. Creditors. Ihe statement supplied to 

us by the Registrar, Co-operaive Socie- 
ties, Ajmer-Merwara, and reproduced on pages 36-38. 
shows that the outside debt of the members was 
Rs. 30,73,172 as against Rs. 14,81,961 owed to co-operative 
societies. 

Much the same impression is produced on the mind b.y 
a glance at the following figures, taken from the intensive 
surveys of some villages in this province : — 

Analysis of the debt of the members of the Co-operative 

Societies. 


Villages 

1. Bhagwanpura 
2 Basru 

3. Balad 

4. Sanadh 

5. Rawatmal 

6. Nayran 

7. Dansarian 

8. Sarana 

9. Banjari 
K). Galti 

11. Bar . 

12. Lavera 

13. Rajiawas . 

14. Rupnagar 

Total 


T,»tal amouiV 

Amount bonow< 

borrowed by co- 

the co-opera^ 

operative mefubers. 

soclet y. 

37,052 

6,893 

23,300 

6,55*'^ 

27,730 

17,120 

26,284 

7,279 

15,771 

868 

8,140 

7,195 

701 

200 

6,622 

2,192 

10,859 

1,124 

8,400 

2,487 

14,789 

2,454 

16,928 

4,900 

12,299 

4,467 

6,055 

3,110 

2,14,930 

64,935 


Percentage to total 30*2. 
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The share of co-operative institutions in financing their 
members appears to be considerably lower in Delhi as the 
foUowing ngures taken from intensive survey of 8 villages 
show : — 


VIllAges. 

MITMIUUI AMD 
rXECKMTAaH TO 
TOTAL Of fAMILlBS 
WHO RAVI BOIftOWID 
won OO'OPIIATITI 
soctmiM, 

Total 

todebtedneas 
ot the*e 
faotitlea. 

Average 
ImlebtMnrax 
jier family. 

Amount 

lH>rrowe<i 

from 

ccvoperatlvc 

wK-h'tles 

Percentage 
of Kama lrt>m 
CO- operative 
aoctetlea 
to total. 

Number 

PercenUge, 




Ra 

Ra. 

Ra 


1. N«JI|tM-S«)ryad 

22 

61 1 

25,206 

1,245 

4.486 

ns 

2. db«hpor . 

$0 

21 « 

76,787 

2,556 

5.832 

7 6 

S, NnoglM^Akravtl 

23 

3S 3 

12,186 

834 

6.634 

34*8 

4. /onapur 

12 

28-8 

32.057 

1.687 

3.082 

2 4 

5. Haas fUnl 

71 

54 

47,750 

[ 

672 

6 U2 

12 6 

•. Maa^ Moth 

9 

13 

33,686 

3.742 

3.760 

HI 

7 .SUatnpur . I 

12 

24 

14,650 

1,212 

1.250 

8-5 

8 Rajpur Rhurd 

12 

38 7 

11,022 

224 

2.486 

22-4 

Total 

128 

34-6 

2.61.013 

1.318 

33,522 

12 8 


The latest haisiyat statements of co-operative s<Krieties 
in Delhi indicate a somewhat higher proportion of scK iety’s 
debt to the total debt of memiiers, the total debt l>einj^ 
Rs. 14,76,440, or Rs. 396 f>er memlier, of which sfX'ieties* 
loans amount to Rs. 5,93,528, or Rs. 106 per member. In 
other words, the co-operative movement even on its own 
showing finances its rnemliers to the extent of only 26 7 [n't 
cent, of their total indebtedness. 


The foregoing criticism should not lie underst<H»d to 
imply a suggestion on our part tliat more rapid jirogress 
should have been made anyhow. A mere increase in num 
liers or in the amount of loan per member means nothing, if 
it is brought about at the expense of the soundness of the 
«)-operative movement. In fact, as our observations in the 
next two chapters will show, we are entirely in favour of 
cautious, rather than rapid, growth. These figures, how- 
ever, lead US to the conclusion that if the movement is to 
continue on sound lines, it must take a very long time before 
it can draw a nuijority of ** f>6opl6 of limited moans 
within its orbit, and that therefore it is futile U/ expwt 
that an early and rapid improvement in banking and credit 
facilities can take place through the agency of the co-opera 
tive movement alone. 
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CHAPTER XII. 

Defects in the Co-operative Institutions. 

110. The co-operative movement cannot be judged 
merely by the numerical strength of its members or socie- 
ties; it has to satisfy the much higher 

op?r“?weX“‘etie? Standard of co-operative ideals and 

practice. The essential foundations 
of the movement are mutual help and mutual control ; and 
the officials (ffi the Co-operative Department vpho appeared 
in evidence before the Committee have frankly admitted 
that much remains to lie done before these essential prin- 
ciples are fully grasped and followed by members of the 
co-operative societies. Among the other common defects in 
the co-operative credit societies, enumerated by persons 
connected with the co-operative movement, are ; — 

(1) Selection of dishonest and highly indebted 

members. 

(2) Insufficient attention to previous indebtedness of 

members. 

(3) Selection of selfish, partial and irresponsible 

members of the managing committees. 

(4) Lavish borrowings by committee members. 

(5) Unpunctuality in repayments. 

(6) Inability of members to manage their societies 

independently of the help of the staff. 

(7) Absence of honorary workers, and the inadequacy 

of the co-operative staff. 

(8) I^nwillingness to take prompt and stern action 

against defaulters. 

(9) Lack of proper supervision over societies. 

(10) Dilatory liquidation of bad societies. 

111. On the deposit side the movement has not shown 
any appreciable development. The co-operative central 

banks are undoubtedly able to attract 
* ovUide deposits, but except in Ajmer- 

Merwara, far too large a proportion of these outside 
deposits comes from local bodies, officials, institutions and 
minors, due largely to a widespread feeling that (Govern- 



tnent is in some way responsible for the safety of the- 
depositors' money. In the North-West Frontier Province 
out of a total of Rs. 1.49,9*16 on account of deposits and 
borrowings of the Central Co-o}K'rative Bank, Hazara, in 
1928-29, as much as Rs. 1.27,2r)4 were dejKwits from Muni- 
cipal Committees. District Boards and Nt>tified Area Com 
mittees. In the Delhi (^entral Ctcoperative Bank, the de- 
posits of local lM)dies amounted to Rs. :t.()3.000 out of a total 
of Rs. 6,69.534 in 1925-26, to Rs. 3,33.000 out of a total of 
Rs. 10,33,284 in 1926-27, to R.s. 3,7s.600 out of a total of 
Rs, 10,76,214 in 1927-28, and to Rs. 3,64.000 out of a 
total of* Rs 11,21.451 in 1928 29. Xone of these tentral 
banks is a balancing centre for its afliliated .societies, the 
proportion of deposits from primary .stn ieties I)eing every- 
where negligible or nil. Members' deposits art* compara- 
tively too small. In 1928-29. the members' dejxtsits in the 
Delhi t’entral ('o operative Bank amounted to only 
Rs. 57,935 out of a total of Rs. 11.31,451, ?'.c , only 5-2 
per cent, of the total. In 1927-2S'. individual meml)ers, 
societies and central banks taken together had only 
Rs. 44.600 deposited in the Central Bank out of a total 
deposit of Rs. 10,76,215. In 1926-27, the def)osits of in 
dividual memlx-rs, sot-ieties and central bank.s aggregated 
only Rs. 36,138 out of a total of Rs. 10.33,284. In 1925-26, 
the memliers' deposits in the Delhi Central (V)-operative 
Bank were nil. The position in the primary agricultural 
credit .*-'oideties of Delhi is distinctly worw*. Out of a 
total working capital <d' Rs. 7,47,620 lakhs in 1928-29 the 
deposits amounted to only Rs. 32,840 and members’ deposits 
to only Rs. 2,249. Only 5 .sm ieties out of 234 agricultural 
credit sotdeties are independent of tlic Central Bank’s loans. 
In this respect the non-agricultural cn^dit s(Knetiea of 
Delhi are certainly l)etter. Out of a total working capital 
of Rs. 1,01,922 in 1928-29, the <leposits arnounUxl to 
Rs. 50.001, of which as much as Rs, 37,584 were deposits 
from members. On the whole, the funds in the movement 
represent urban rather than rural savings and the deijosit 
side of the activities of rural societies has a heavy leeway 
to make up 

Much the same observations apply to the co-operative 
movement in Ajmer-Merwrara. Deposits from the central 
banks and societies formed only ’6 per cent, of the working 
capital in 1924-25, 2 3 per cent in 1925-26. 2-8 per cent. 



in 1926-27, and 5-7 per cent, in 1928-29. On the Slst 
December 1928, the deposits by primary societies in the 
Beawar (Central Co-operative Bank amounted to only 
Rs. 3,463 again.st deposits by individuals amounting to 
RvS. 42,138. In the Ajmer Central Co-operative Bank the 
savings bank deposits on 30th June 1928 were nil; and 
the current account deposits of primary societies were 
Rs. 15,013, while the nxed deposits of non-agricuitural 
societies amounted to only Rs. 73,103, and those from 
individuals aggregated Rs, 8,01,869. In the Nasirabad 
Central C-o-ofwrative Bank the deposits from primary 
societies, whether current or fixed, amounted ' to only 
Rs. 7,032 against a total working capital of Rs. 1,12,990 
on the 30th June 1929. It is clear that the central banks 
of Ajmer-Merwara including the Ajmer Central Co- 
operative Bank, which occupies almost the position of a 
provincial co-operative central bank, are almost wholly 
financing in.stitutions rather than balancing centres for 
their affiliated societies. 

In tile agricultural credit societies of Ajmer-Merwara 
deposits con.stitute a very small proportion of the working 
capital, and members’ deposits are almost negligible. The 
deposits from memliers and non-members taken together 
amounted to only Rs. 68,269 or 4-2 per cent, of the working 
capital in 1924-25, to Rs. 54,629 or 3 0 per cent, of the 
working capital in 1925-26, to Rs. 47,203 or 2-8 per 'cent, 
of the working capital in 1926-27, to Rs. 39,612 or 2'5 
per cent, of the working capital in 1927-28, and to 
Rs. 39,287 or 2 4 per cent, of the working capital in 
1928-29. Thus not only the proportion of deposits to the 
working capital has b^n declining steadily but even the 
aggregate amount in 1928-29 is substantially less than the 
total deposits in 1924-25. Members’ deposits declined 
from Rs. 18,165 in 1924-25 to only Rs. 4,816 in 1927-28, and 
constituted 11 {)er cent, of the total working capital in 
1924-25, '8 per cent, in 1925-26, ’5 per cent, in 1926-27, 

•3 per cent, in 1927-28, and 1*1 per cent, in 1928-29. The 
position is distinctly worse in the North-West Frontier 
Province. In 1928-29 the deposits from members amount- 
ed to only Rs. 724 and those from non-members aggr^ted 
only Rs' 1,309, out of a total working capital of 
Rs. 2,12,670 for the agricultural credit societies. 
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112. One of the most important services that the agri- 
cultural co-operative credit organisations can perform in 

the rural economy of India is the 
for development of the habit of thrift 
ttor^ing hmbiu of amoug thcii* members. The growth of 

members’ deposits and of the various 
items of owned capital is indicated in the following tables 
compiled from official statistics relating to agricultural 
credit societies : — 



Agricultural Credit Societies. 
A j mer-M erwara . 


316 




Agricultural Credit Societies. 
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Agricultural Credit Societies. 
North-West Frontier Province. 
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It will l)e noticed that in neither of the three Areas has 
there been any growth, worth speaking of, in the deposits 
per member. In Ajmer- Merwara even the share capital per 
member has declined slightly. It is only the reserve tnat 
shows steady growth. Increase in paid-up share capital 
is no real indication of the growth of habits of thrift 
among members; it is really an indication of a desire for 
more borrowing. Increase in the reserve is due not to the 
progress of thrift but to the substantial margin between 
the borrowing and the lending rate of s^xiicties and at beat 
to economy in the management of the societies. The real 
index of the grow'th of the habit of thrift is the increase 
in deposits from members, and this in all the three Areas 
is disa})pointing, to say the least. Even the growtli of 
o\vne<l capital per member cannot be regarded as stitisfac- 
toiT if the indebtedness per member has, as we shall have 
occasion to prove later on, actually increased. 

lEI. In a previous chapter we have already shown that 
a large percentage of the total loans advanced by agri- 
cultural co-operative societies has in 
fof^kmV’per^^’*h^ recent years been granted for purposes 
a certain extent, by the for which loaiis are really required 

co^or>erative cred.t agen f 

mediate periods. The bulk of the 
financing of the agricultural co-operative credit societies is 
done by the co-operative central banks whose main source 
of funds are the deposits from members and non-members. 
In none of the central hanks in the Centrally Administered 
Areas the period of fixed deposits exceeds 3 years and the 
bulk of the deposits are generally for not more than one 
year. Short period funds are thus being used to a certain 
extent for purposes for which funds are really needed for 
long periods or intermediate terms. No attempt seems to 
have been, made to restrict loans for purposes, which are 
likely to tie up funds for terms much longer than the 
average term of deposits, to the strict limits of owned 
capital. The failure to distinguish between short term and 
long term loans and between short period deposits and 
long period funds, is likely to create in any crisis a rather 
serious situation in the co-operative movement. 

114. The Audit Reports of the Central Co-operative 
Bank, Delhi, disclose many other unsatisfactory features 
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of the working of the co-operative movement. In far too 

many societies, the loans advanced by 
the central hank have exceeded in some 
years the maximum credit limit fixed 
by the Registrar, in spite of the 
auditor’s admonitions; in a large numi)er of societies no 
recoveries have been made in 1928-29 ; the recoveries made 


Advances, the maxi 
mum credit limit, over 
dues, etc. 


in 1927 were also poor; the amounts realised from socneties 
under liquidation have l)een generally disappointing; the 
doubtful debts of the central bank have b^n increasing 
since 1920; fictitious entries are not uncommon, and the 


provision for depreciation in the market value of Govern- 
ment securities is only ^rd of their actual depreciation 
<luring the latest year for which co-o|)erative statistics are 
available. 


The j>osition in Ajmer does not seem to lie very much 
better. The auditor of the Ajmer ('entral (’o-operative 
Bank points out, in his re|»orts for the years 1924-25, 

1925- 20 and 1926-27, that there are several societies which 
have lieen given loans lieyund their maximum credit limits, 
and brings out, in his rejiort for the year ending the 00th 
June 1927, five clear cases in which loans had been given 
to societies altliough the overdue loans against them already 
excHieded their maximum credit limits in the preceding 
year, d'hc auditor of the Beawar Central Co-operative 
Bank, in his report for the year ending the 30th June 
1923, statea that the reason why so many societies had 
gone into liquidation was that loans had been given to 
them over and above their haisiyat. In his report for 

1926- 27, the warning is repeated with a special mention 
of 10 societies which had been advanced loans beyond 
their maximum credit limits. The auditor of the 
Nasirabad Central Co-operative Bank, in his report dated 
the 16th August 1924, mentions as many as 59 societies 
which had been granted loans in excess of their maximum 
credit limits. As early as 1923, the auditor of the Ajmer 
Central Co-operative Bank complained of the inadequacy 
of recoveries and of the widely prevailing habit among the 
societies of not repaying according to promises. Right up 
to the end of 1926-27. the auditor could not find a register 
giving him precise information as to the extent of overdue 
loans of the Ajmer Central Co-operative Bank. In his 
report for the year 1922-23 the auditor of the Beawar 
Central Co-operative Bank named 60 societies which 
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had not even paid interest, and as many as 71 8(Kue- 
ties which had iK)t repaid the principal regular- 
ly. The complaint was repeated, in the Audit Report of 
1923-24, that quite a large number of svwieties had not 
paid their principal and interest and that recoveries made 
were very small. In the Audit Report of the Beawar 
■Central Bank for 1927, 50 stx'ieties are named which had 
paid nothing towards the principal, and in 1928 29 
the auditor continues to give warning that 51 societies 
had not paid anything towards uie principal and 
that 5 of them had not paid even the interest due by 
them. The complaints of the auditor are particularly 
bitter about the balanc'es due from the liquidated societies 
and as late as the end of the year 1927-28 the amount due 
from the liquidated scK-ieties to the Ajmer Central Co- 
operative Bank was Rs, 1.55,601. In the case of the 
Beawar Central Co-operative Bank, the dues from the 
liquidated societies had l)een steadily mounting up from 
Rs. 83,220 in 1922-23 to Rs. 97,478 at the end of 1925-26, 
and to Rs. 1,34,679 at the end of the year 1928-29. An 
attempt was made by the central bank to provide funds for 
wiping out the interest due from these liquidated societies 
but the provision made fell short of what was required by 
as much as Rs. 15.642 as late as the end of the year 1928-29. 

In Delhi, out of 240 agricultural societies 7 were under 
liquidation on the 20th February 1927, while 196 showed 
overdues of interest, only 37 being free from these over- 
dues. Out of 27 non-agricultural societies, 8 showed over- 
dues on the 20th February 1929, while out of the 81 agricul- 
tural societies at Ballabgarh, as many as 76 showed over- 
dues on the 28th February 1929. 

The actual situation is most likely very much worse 
than what is disclosed by the amount of these overdues 
since the overdues are calculated with reference to the 
kisthandi which is revised every year and not with refer- 
ence to the 'promise or stipulatiom made in the oricjirud 
loan application. 

Since the bulk of the deposits in all the central banks 
are either for one year, or two years at the most, heavy 
overdues of the principal and interest for successive years 
•can at any moment become a serious menace to the stability 
‘Of the movement. The failure of the co-operative central 
banks to take prompt and sufficient .steps for recoveries of 
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overdues is due to many causes, the most important among 
them being a widely prevailing misconception as to the 
rights and duties of the central ^nk, an exaggerated sense 
of security based upon a wrong impression as to the implica- 
tions of unlimited liability of persons whose annual asset 
is protected by protective legislation like the Punjab Land 
Alienation Act, a persistent belief that it is the business 
of the Co-operative Department to recover central bank’s 
dues, the failure to distinguish between long and short 
term business and the self-deception induced by the fact 
that all loans given by the central banks are nominally 
repayable on demand, though they are never intended to be 
so. or ever treated as such, in actual practice. 


R«preftentation of the 
agricultural societies on 
the management of the 
Central Banks. 


115. The evidence of co-operatoi s is practically 
unanimous to the effect that the representatives of agri- 
cultural credit societies on the central 
l)ank exercise practically no influence, 
ou the policy or the general working of 
the central banks, either because of 
ignorance and incompeteiK* or because of indifference ; and 
it appears that neither the affiliated societies nor their re- 
presentatives on the central bank realise that by their 
neavv overdues they are jeopardising the fate of an institu- 
tion which is mainly owned and controlled by them and 
which has been established especially to assist them. 


116. Tu spite of a very substantial margin between the 
lending and the borrowing rate, the annual additions to 

the reserve, or even the total amount 
Annual additions to the of the reserve, is ill .somc cases far too 

lonerve funds of the ,, , t 

c^ntrui Banks. sinall as coTiipared With the total 

amount outstanding. In the case of 
the Delhi Province Central Co-operative Bank the annual 
addition to the reserve was only 18 per cent, of the total 
working capital in 1926, -21 per cent, in 1927 and -28 
per cent, in 1928-29. The total amount in the general 
reserve fund w'as only -6 per cent, of the total liabilities 
on the 31st August 1927, -8 per cent, on the 31st August 
1928. and 1-4 per cent, on the 31st August 1929. In the 
Ajmej- Central Co-operative Bank there has been all 
along a margin varying between 3 to 6 per cent, 
between the borrowing and tlie lending rate, and yet the 
annual addition to the reserve works out on an average 
at about -35 per cent, of the wwking capital, in spite of 



223 


the fact that 3 lakhs of it was the owned capital the 
central bank. 

117. By far the worst feature of the pi'eseut situation 
in the organisation of tlie central cu-operative banks in the 

Centrally Administered Areas is the 
0 TerpVTiarV'^i^l. 5 r‘“ feeling of irrespoiisibility ainong its 

officials and managing liotlies for any- 
thing that goes wrong. In theory the Co operative Ik'part- 
ment is responsible for nothing excejvt propaganda and 
audit ; in practice it does everything. None of the Secre- 
taries or €*x -Secretaries of the central banks wIk> tendered 
evidence before the Committee seemed to realise that the 
management of the central bank was entirely responsible for 
all its internal working, and that while the central bank had 
no right to dictate to jiriniary societies tlie amount to be 
lent to individual members, it was not only within its 
right to make its own enquiry into the financial status of 
a society, hut that it would lie failing in its duty if it 
did not ask for inspection of any of its affiliatetl sotdeties 
whose soundness it had reason to doubt. They all seemed 
to be labouring under the misapprehension that the 
Co-operative Department denied the central bank's right to 
know for what purpose a loan was required by the sotuety, 
when and in what instalments the borrowing sixdety ex- 
pected to repay the loans applied for, to refuse a loan for 
any purpose which appeared to the management to he un- 
sound or objectionable when once the officials of tlie Co- 
operative INjpartment had recommended it, to demand 
full information whether the repayments were made out of 
earnings or out of fresh loans, or in the last resort to 
request the Registrar to liquidate any society which seemed 
to be unable or unwilling to pay its debts to the central 
bank. How anomalous and dangerously irresponsible a 
position the central bank actually occupies is clearly 
h.rought out in the following extract from the oral 
examination of the Secretary, Ajmer Central C'o-operative 
Bank ; — 

Q. 1966. Froj. Clwhlani : I first take your answers to the special que»- 
tioimaire. In granting k»ans to agricultural societies you state tliat you take 
action on the recommendation of the Co-operative Inspectors within the majci* 
miun credit limit fixed for each society. In the determination of the maximum 
credit limit yon have no share nor is your approval required? — No. 

Q. 1966. In granting loans you lave no diwretioii* luir can you exercise 
your discretion in refusing or accepting the recommendations of the Co- 
operative Inspectors? — We have no discretion. 
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Q. 1967. lu the mutter ut recoveries you state that the recoreries are* 
made by tlie Inspectors and their staff. Have you any control over the" 
Inspectors or their staff? — No. 

Q. H)68. Have you any mean.'* of iuiy pre.'i.'>ure on the societit*^ 

in tfie matter of re<;o\'erie8 except through tlie Inspector or the Registrar 
of Co-operative Societies? — We write only to the Registrar. 

Q- 1969. But you have neither your own staff nor any other means 
open to you for recovering your own money? — We have got our supervisor 
for had and liquidated societies. 

Q, 1970. But that is only when a socuety is reported to be had or 
liquidaU^I ; ordinarily you have no moans of putting any pressure in the 
jnattei of recoveries? — No, e.\c‘<‘pt to write to the Registrar. 

Q. 1971. You also state that .so far as the calls for re})ayinent at eaclr 
crop are concerned, they are prepai*©d by the Inspectors without any refer- 
ence to you?— Yes. 

Q. 1972. You make the allegation that no regard is paid liy these Inspect 
tors to the promises made by the societies to the Cential Bank at the 
time of iheir application? — Yes. 

Q. 1973. You state again in replying to question 4 that >cmr bank merely 
plays th<* piii’t of a ( ashler? Yes. 

Q. 1974. I w'ant to ask you in view’ of what you liave told us just now' 
whc'ther the representatives of the rural societies on the directorate take 
an intcdligent interest in the affairs of the bank? — No, because they are 
illiterate. 

Q. 1976. 004*8 the Central Bank really do anything, so far as governing 
is (oncerned, except to jmy money? — Tt plays the part ol a cashier. 

Q, 1977. Is it all the control that the Central Batik exercises over tho 
f»perafions of rtiral .so< icfies? — Yes. 

Q. 1978. In the ?natter of nrban societies is your control greater? — Y'e.s, 
w*(‘ deal w'ith them direct. 

Q. 1979. Without reference to the Inspector or to the Registrar? — 

Y es, 

Q. 1980. You have n voice in the deU^rminal ion of the KisflKiruIi (>f 

th(* uon-agricultnral < redit societies? — Yes. 

(), 1981. In the case of th€>8e non-agricultura! societies, you have got 
also a voice in determining wliat amount of loan you should give? — Y^es. 

Q. 1982. That voice is not the voice of the representatives of the urban 
8( < ■ i 0 1 i es on 1 1 1 e d i re< U ( > r a t e ?- - \ es . 

Q. 1983. In other words, you are governing non-agriculturai societies 

without giving them any voice in the management of the Centrai Bank? — 

There are 8 directors w’ho are urban and 1 who are agriculturaT. 

Q. 19S<i. Then the position is this, that in the case of agricultural 
societies whovSe representatives are on the bankas directorate you have no 
control, and in the case of non-ngrlculturat societies whose representatives 
do not .sit as representatives you exercise control. So over urban societies 
you exercise more control than you exercise over the societies w’hose repre- 
scuitativow are on the diref torate. I.s that the jjosition ? — Yes. 

0* 19Bo. There are several points in Question Nos. 1 and 2 of our 
special ^itlestionnaire to w’hich we have got no answers from you. For 
fnstance, you have not said anything about long or short term loans? — 
I have told you that in granting loans we have no means of knowing 
whether a loan should be given or not: we have no say in the matter. 

Q. 1986. Even in determining the ]>eriod for which the loan should be 
granted P — No. 

Q. 1987. What proportion of the loans granted to rural credit societies 
during the last three years was recovered by instalments? — ^We cannot know. 
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Q. 1968. Tou at leaai know the ajuouat that the Hegiatrar or the 
Inspector asks for particular societies; and the total iiutnber of inatalnieut^ 
in which the amount U to be repaid, etc.?-— Hoir can w© know? W© know 
nothing of these instalinents. 

Q. 1980. You have nothin;.! to judge by?— No. 

Q. 1990. Please state tli© aiuonuts of outstaudlug loans of rural 
societies repayable in 1929. 1930, 1931. i.c., in 1928 and after 1928?— We 
cannot give this information. 

Q. 1991. Do you mean to tell me that you do not know wliat your 
position will l>e afti*r five years or so?~ We simpiy advaiu^' money to the 
rural societies up to the maximum credit limit. 

Q. 1992. There i.s nothing in the btmks of the bank to sliow what yo\ir 
position will be during the next two or three years? — Wo have got no such 
information in the hank. 

Q. 1993. You don’t know' your position ns to how minh in the normal 
course of things you ex[>eot to get ha<‘k every year?'- There is nothing in 
our l)ooks to give this information. 

Q. 1994. You also don’t know tlie purpose lor whifh the loans wire 

granted? — W© don’t know. 

Q. 1995. In suhmitting the rtHominendatiun that a loan should he granted 
for tw'o or three years and be made repayable hy so manv instalments, 
are the reasons on whic h the reroiumendatiim is made stated ?- -No, otdy 
the loan apjiliration is sent. 

Q. I91H). In answer to Question 3 you have given us llie figures ol 

demands and recoveries. By demand you mean the demand as fixed after 
each crop and not the demand in accordance with their promise in their 
applicatitm ? No; the denmiul as fixed after the harvest. 

Q. lfM)7. Gould you possibly say by tlmse figures as to what the demaml 

would have been if it had lieen in uecordance witii tlie promi.seP — I cannot 

say. 

Q. 1998. In the ajiplieation there must havi* heeii a promiK© made? 
All promises mad© in the apiilieatiotm are to make payment on demand. 

Q 1999. Do you ever demand immediate payment? — No. 

Q. 2fMK). What is the ol»je< 1 of th©f*e fw^ing made payable on deimiiid ?- 
The loan application is so worded that payment is to 1>© made on demand. 

Q. 2091. Jt may be w'orded like that, but diKis it enable you to ilmnund 
the money when you W'ant it? — Wo see the borrowou- s position. We have 
never had otxasion to demand immediate payment. We grant a loan 
and expect repayment in three or four years; that is all. Money is always 
coming in and going out. 

Q. 2(X)2. How can you make your caloulaiions unlesfl at the time of 
granting the loan you know how much money wdll be actually hKjkiHl up? — 
We do not know the number of instalments. 

Q. 2003. So that in the absence of such information you cannot possibly 
lay down a programme for four or five years ahead?- We cannot lay down 
any programme. We have surplus money in our hands always. We have 
got about »50 per cent, as our fluid resource.^. 

Q. 2004. If you had a regular programme, you could adjust your receipts 
and payments. In the absence of any such information, bow can yon 
know that so much is due to you on a given datc^ so that you could for 
instance provide for the repayment of a deimsit which matured on that 
date. You must have some such record? — If the depositors come, we will 
pay them back their deposits. 

Q. 2005. I put it to you that you owe some liability to your depositors. 
What provision do you make for discharging that liability.^ I Wieve that 
one year deposits constitute more than Jrd of the total deposits with you? — 
We have got all the deposits for one year. 
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Q, 2006. Therefore towards your depositors you hare a liabUity to dii^ 
charge at the end of on© year but the liability of the societies to you is 
undefined. So you do not know whetlier, at p time of crisis^ you can meet 
it out of the repayments made to yon; you have to rely only upon jonr 
resources P — But we haye got about 9 lak^ of deposits from outside. 

Q. 2007. Bo far as fresh deposits are received that is alLright, but there 
is a liability on you, and for the disdiarge of that liability you cannot rely 
on so much money being repaid to yon at the end of the year hy the 
primary societies? — No, Sir. We have got quarterly programmo of our 
deposits. 

Q. 2008. It means the same thing ns for a year. It means that in 
January, so much of the deposits are to be repaid, in February so much 
and so on. You have a liability and unless you adopt the system of ter- 
minating a deposit at a particular time the deposits may be repayable 
at any time of the year, while repayments by societies may not be in 
January, February, March, etc., etc.? — Repayments are made in May and 
June and in December and January. 

Q, 2009. In the month of May then you expect certain repayments to 
be made, but you cannot say definitely how much will be actually paid in 
the absence of anything to show what will be the amount of recovery in 
the month of May; you have to keep large fluid resources to meet the 
demand? — Practically w© do not pay back our deposits. Our depositors 
never withdraw their deposits. 

Q. 2010. I am not contemplating the time when there is fair weather; 
you must be prepared for the rainy season and the storm as well. You 
keep your resources fluid not because of the fair weather, but because there 
may be bad weather. If you know what will be due to you when the deposi- 
tor's money has to be paid, the necessity of keeping a larger amount than 
is necessary to meet your payments will he less, because yon will then 
expect some money to come to yon at the time. You should not in your 
calculations omit your incomings in deciding how much you should keep as 
your fluid resource. Ts that correct? — Yes.'^ 

The ^etieral tenor of the evidence tendered by the Secre- 
tary and tlie ex-Secietary of the Central Co-operative Bank, 
Delhi, is almost identical in substance with the above. 


IIS. Ha.s the movement actually reduced the indebted- 
ness of its members? On this vital issue we have had some 
„ , interestincr material available for 

Has the movement .. -xr ■% r r^ i 

actnaiiy reduced the in- A jnier-Merwara. Mr. Oalvert states 

of its mem- coiirse of liis inspection note of 

1929 that he made some enquiry in 18 
societies with the following results ; — 


— 
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The Registrar of Co-operative Societies, Ajmer, was 
requested to favour us with a list of the names of the village 
societies selexjted by Mr. Calvert for enquiry; but he was 
unable to trace the ne<?essarv papers in his office. Fortunate- 
ly we have statistics of a more general survey available in 
the report on the working of <.‘o-operative swieties for the 
year 1919. It is stated tlierein that orders were i.ssued to 
make a regular surve> of the total debts of all the members 
of co-operative six-ieties. which yielded the following 
results : — 



No. of 
members. 

iiKirtgHKc 
debt. 1 

Out)*id< 
i (Miting 

debt. 

i 

’1 Ota 1 . ! 

! 1 

Sim le( lea* 
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K-, j 
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»•« 
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iO,77U 
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1 

7.01.786 

i ! 

16,&8,666 
(p/wr 7,tK>« 
iiiauiuls of 
grain). 

23,00,452 
(p/uf 7,906 
nuiundt of 
trra*n> 

16,06.854 

39,66,806 
(pf lit 7,906 
iiMunde of 
irrain). 


The following table shows the lands of the membere 
under mortgage : — 



Nu. uf 

)tiero)>era. 

land. 

7’oftf6*. 

.45». 

/(arirmi. 

Total, 



JiighaK. 

lUgbaa. 

Blgha«. 

Iligbaa. 

Blghaa. 

AJiuer 

7,429 

5,837 

1 .558 

1,601 

3,201 

16.697 

Merwata Beawar 

2.8*2 

1.716 

! 1.125 

j 1.35 V 

2,208 

6,406 

Todgaih . 

608 

500 

j 

66 

521 

1,200 

Total 

10,770 

8,063 

[ 2,887 

2.723 

i 5,930 

24,698 


It is interesting to compare these figures with the 
corresponding figures for 1928-29 supplied to the Committee 
by the Registrar of Co-operative Societies, Ajmer- 
Merwara, vide pages 38-34. 1'he comparison show's that 
the total debt per member has increased from Rs. 378 to 
Rs. 524 in the Apner Circle, from Rs. 346 to Rs. 397 in 
the Beawar Circle, and from Rs. 339-9 to Rs. 364 in the 






Todgarh Circle. In 1919 the outside mortgage debt per 
member was Rs. 54-5 in the Ajmer Circle, Rs. 80 in the 
Beawar Circle and Rs. 135-2 in the Todgarh Circle, but 
ill 1928-29 the corresponding figures are Rs. 100 5 in the 
Ajmer Circle, Rs. 117-4 in the Beawar Circle, and Rs. 171-2 
in the Todgarh Circle. The mortgage money per higha 
has increased from Rs. 211-9 in 1919 to Rs. 33 in 1928-29 
in the Ajmer Circle, while in Beawar it has increased from 
Rs 35-6 per higha to Rs. 51 per higha in 1928-29, and in 
Todgarh it has increased from Rs. 53-3 in 1919 to Rs. 60 
per higha in 1928-29. In 1919 the outside floating debt per 
rnemlier was Rs 176-8 in the Ajmer (’drcle, Rs. 104-6 in the 
Beawar Circle, and Rs, 92-8 in the 'fixlgarh Circle; but in 
1929 this increased toRs. 227 in the Ajmer Circle, Rs. 1201 
in the Beawar Circle and Rs. 104 6 in the Todgarh Circle. 
The 80 c;ieties’ loans per member show during the same period 
mi increase from Rs. 146-7 |>er head to Rs. 196-4 in the 
Ajmer Circle, and a decrease from Rs. 161-2 to Rs. 150-7 
in the Beawar Circle and from Rs. 1119 in 1919 to Rs. 87-8 
in the Todgarh Circle. The inference, therefore, is irresis- 
tible that duiing this decade the indebtedness of the 
members of the co-operative sex-ieties has i-eally increased, 
unless the assumjjtion is made that the co-operative move- 
ment has admitted more heavily indebted members into the 
movement during recent years — an assum[)tion so contrary 
to the general tenor of every subsequent report on the work- 
ing of scx'ieties in Ajmer-Merwara. 'Fhe situation is parti- 
cularly disquieting in the Beawar and Todgarh Circles 
where the indebtedness to the societies is decreasing while 
the outside indebtedness is increasing. 

Similar statistics are not available for comparison in 
Delhi; but the Inspector of Co-operative Societies was 
requested to make a detailed enquiry into 6 out of the 12 
villages selected for intensive survey. The general result 
of the comparison between the indebtedness of the members 
of co-operative societies at the time when they joined the 
«ot'ieties and their present indebtedness is summarised in 
a tabular statement given below ; — 



Co-operative Societies, Delhi Province. 
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BANKCOM 
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A’ JJ.— Oue i&ember of MMjW Mott Sodety b»d i^tber wiy debt «t the time of e rtm ti tio a nor hie he pfweat. 
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These figures raise a presumption that the situation in 
Delhi is not materially different from that in Ajmer- 
Merwara and that the co-operative movement has in no 
vfay reduced the indebtedness of its members. 
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chapter XIII. 

Recommendations keoarding Co operative Movement 

IN Rlr.al Areas. 

119. The preceding review of the eo-operative move- 
ment in the Centrally Administered Aieas makes it plain 
c<««oUd»tion of the that except in the North-West Frontier 
movement the demitn, Province what is Urgently needed is 
“*"■ not so im»ch expansion of the move- 

ment as ct)n8olidation of the ground already covered. 
The Registrar of Co-o[>erative Societies. Ajiner-Merwara, 
•Stated in his evidence that it wses extsessive financing 
of the members and sf)cieties that demanded special atten- 
tion at the present sta^e, and the secretaries of tlie 
.Vjmer Central Co-operative Bank and the Delhi Central 
('o-o|>erative Bank Intth admitted that the credit limits of 
the societies had already been reached and that the central 
banks had more funds than could .safely and profitably l'>e 
employed in financnng the movement in these provinces at 
present. And yet side by side with this phenomenon of 
surplus funds, not only the indebtedness of the co-operative 
members continues to increase but their dependence on 
nut'^ide financing agencies for the satisfaction of their 
economic needs shows no signs of being eliminated in the 
near future. The mechanical progress of the movement is 
clearly far ahead of the spread of co-oj)erative education 
among the mernl)ers and scxieties in the rural areas. We 
are, therefore, of opinion that it is necessary to increase 
the strength of the co-operative staff in order to attend 
to the vital need of inculcating co-operative principles 
among the members, and that while the forma tion 
of new societies in the niral areas of A jmer-Merwara 
and Delhi should not cease altogether — in fact some 
of ns would like to see a co-operative society estab- 
lished in each and every village— the efforts of all 
workers in the co-operative movement, officials as well as 
non-officials, should, for some years to come, f>e particularly 
directed to the ret cification and cxinsolidation of the exist- 
ing co-operative credit societies and the improvement in the 
ecxmomic position of the individual members. 

We hope that, with improvement in the cpiality of botii 
members and societies, the surplus funds in the central 

i2 
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banks will tend to disapi^ear ; but should this for any reason* 
be delayed, we see no justification for the central banks to- 
accept more deposits than they can profitably employ in 
the movement within their respective provinces and thus to- 
divert funds to other provinces or to invest them in Govern- 
ment securities beyond what is necessary for fluid 
resources. We are convinced that there is ample scope for 
employing urban savings in the financing of urban trade 
and industry or in increasing credit facilities for the poorer 
sections of the urban communities in the cities of Delhi 
and Ajmer-Merwara. 

These recommendations cannot, for obvious reasons, 
apply to the North-West Frontier Province where the 
movement in the rural areas is yet in its infancy and needs 
expansion, but we trust that the co-operative workers in 
that province will, while spreading the co-operative move- 
ment, pay due regard to tne lessons to be drawn from the- 
experience of Delhi and Ajmer-Merwara. 


120. In a previous chapter we have already called atten- 
tion to the dangerously irresponsible position taken up by 

the central hanks in Delhi and Ajmer- 

oplr"uirceni™i Banks.' Mcrwara. If the movement is to be a 

living force, guided and controlled by 
non-officials, this state of affairs must clearly cease. It is 
a serious matter that the secretaries of central banks who 


have managed them for 10 to 20 years should be labouring 
under the misapprehension that the central banks possess 
no power of initiative in regard to their own financial opera- 
tions and are merely institutions for registering the decrees 
of the Co-operative Department. We are, therefore, of 
opinion that a central bank’s right to inspect its affiliated 
societies in the interest of its own financial safety and 
soundness should be clearly and unambiguously acknow- 
ledged by the Department. In view of the fact that the 
snf)ervisors in the Centrally Administered Areas are 
virtually under the control of the Dejrartment and not under 
that of an independent union or federation of societies, and 
that fliese central banks are not so much balancing centres 
and clearing houses for affiliated societies as financing 
institutions w hich command funds, not because of the stand- 


ing of the affiliated societies in the market but because of 
their own reputation for good management and safe busi- 
ness, we are inclined to go fur Idler and hold that a central 
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bank, in these peculiar circumstances, is fully justified in 
claiming an ultimate and residual power to saiegfuard its 
financi^ interests in every possible way and a|)point inde- 
pendent supervisors, if in the interests of its own safety or 
the financial soundness of the movement, it considers it 
necessary to do so. This undoubtedly means oxjMMise , Init it 
is the business of a central bank to consider whether the gain 
is worth the cost. The only alternative to this is control by 
a living federation of societies and not control bv Govern- 
ment onicials in financial matters. Till a really living and 
independent federation becomes possible in these Areas, the 
central banks should not be allowed to evade their responsi- 
bility for good management of their fixuinces by advancing 
the sfxecious plea that they do everything ac^rding to the 
I’eoommendations of the departmental odicials and that 
their responsibility coases as soon as they have obeyed what 
they consider to lx* virtually orders of the (’o-oj»erative 
Department . 

We fully recognise that it will be impossible for a cen- 
tral bank to discharge its legitimate functions indepen- 
dently of the Co-operative Department without a 
considerable improvement in its management. To 
stimulate greater interest and greater seri.se of respon- 
sibility in s<xueties affiliated to the central bank we 
consider it advisable to disqualify from voting at 
general meetings the representatives of sfxcieties which 
are in default of the instalments dm; to the central 
bank; and in order to strengthen the non-official trained 
element on the management, we recommend further that 
central banks should be allowed to to the f)oard 

of management, w'bcnever they consider it necessary, at 
least two non-official inemfjers who have special knowledge 
of co-operation or banking, such co-opted riiemlx;rH having 
no right to vote. Our colleague Lala Bal Kishen objects to 
admitting outsiders as co opted memfK;rs. 

121. We have already drawn attention to the disap- 
pointing recoveries made by the central banks in Delhi and 

Ajmer-Merwara and the growing 
***’'*""■ ;«!rious position regarding overdue 

loans in these provinces. Much of the confusion is, in 
our opinion, due to the failure to distinguish between short 
period, intermediate and long period loans. We, therefore, 
endorse the recommendation oi the Madras and the Central 



Provinces Committees on Co-operation that a clear distinc- 
tion should be made between crop loans repayable in whole 
out of the following harvest unless crops fail and long term 
loans repayable in instalments over a period of years out 
of the annual savings of the borrowers, and suggest that 
with a view to enforce the recognition of this distinction 
separate application forms and separate promissory notes 
be insisted upon both in the primary societies and central 
banks, and the central banks be required to keep separate 
ledgers and make separate entries for each in their baianoe 
sh^ts. Apart from affording a proper check on overduee, 
this will, we expect, have far-reaching effects on co-opera- 
tive finance, inasmuch as it would facilitate the creation 
of short period agricultural paper for discount by indi- 
genous bankers and joint stock banks and for rediscount 
by a central Reserve Bank, when it is established. It 
would link co-operative banks with the general system of 
banking in the country, and place at the disposal of the 
co-operative movement ample funds at cheap rates for 
financing crop prc^duction during the season which, though 
a busy one for agricultural production, is a slack one 
generally for trade and industry in the country. 

We rec’ornmend further that loans, which are overdue as 
compared with the promises made in the pro-notes or in 
the applications for loans by the primary societies or state- 
ments made in the resolutions passed by primary scxiieties 
at the time of making an application for loans, should be 
transferred to a separate ledger, and that the affiliated 
societies should be required to submit to their central bank 
reports on these overdues two months before each harvest. 

We consider it only proper that the resolution of each 
affiliated society, stating that the loan for Avhich it has sub- 
mitted an application to the central bank will Ite paid back 
Avithin a specified number of years, should always be com- 
municated to the central bank so as to enable it to make an 
estimate, which may be subsequently revised at each har- 
vest, of the amount of outstanding loans repayaWe to it in 
each year. 

In order to stimulate efforts to improve the quality of 
societies, particularly in the matter of recoveries and over- 
dues, it would in our opinion be worth while for the centr^ 
hanks to discriminate in favour of societies of hrtter 
quality in the matter of interest charges. This is alfea^ 
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done to some extent in Ajmer-Merwara and Delhi, and we 
recommend that the system should l)e extended further. 

122. In the case of primary agricultural credit societies, 
part of the trouble .seems to arise fixnu inadequate appre- 
ciation of what a co-operative crWlit 
scx ietv can do and what it cannot iwssi- 
credit can achieve. blv liojie to achieve. Under the exist- 

ing methods of farming and general 
conditions affecting agricultural [iroduction it is not pos- 
sible for a (X)-operative credit stxnety. however sound it 
may be, to save from involvency those whost' average 
annual income, during a cycle of gtiod and bad years, is 
l€«s than the total of trie average net'essary annual expendi- 
ture, interest on debt, estimated at the lending rate of c<»- 
<-}>erative societies, and a rea.sonable annual cxmtributioii 
towards repayment of debt, .say in 20 to 30 years. 
It is essential, therefore, for the success of the co-operative 
credit movement that rare should be taken by primary 
societies to make intensive enquiries into the whole economic 
position of the applicants for admi.ssion, and exclude 
persons who cannot repay their debts out of the proceeds 
of their crops in the case of short term loans, and out of 
their savings in the case of long term loans, or who cannot 
be made solvent by lowering the rate of interest or decreas- 
ing their unncf'essarv exjienditure or by improving their 
character by mutual control. In the case or an ordinary 
commercial Imnk it is the assets or the projierty, rather 
than the .surplus income, that is the basis of credit, as an 
ordinary commercial hank does not care whether the 
borrower is oliliged to sell his a.s8ets in order to repay his 
loan , but in the case of a co-operative credit scx'iety it is the 
surplus income rather than ttie assets that should form the 
basis of the borrower's credit, for a co-operative credit 
society fails in its purpose if the borrower is obliged to sell 
his assets in order to repay his loan. It should, tlierefone, 
be obligatory on co-operative credit societies to make a 
t^rou^ investigation into the economic position of its 
borrowing members. 


123. Since the deposits both in the primary societies 
and their fin^cing institutions are generally for short 

periods of time, it is desirable to res- 
trict the scope of the ordinary credit 
soci^j mainly to short term credit which may include 
orop hwns' as well as loans given for not more than 2 or 3 
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years in special cases. Statistics relating to the amounts 
borrowed for various purposes from the co-operative 
credit societies show that short term credit, intermediate 
loans or long period loans are all mixed up together, 
making it impossible for a society to adopt a strict policy 
of recovery of its loans to members. Long term loans 
can be given safely and freely out of only long period 
deposits, and we have therefore recommended else- 
where the institution of separate land mortgage banks for 
long term credit. If this recommendation is accepted, we 
are of opinion that the agricultural co-operative credit 
societies should not admit to membership any one whose 
previous debts and encumbrances will require more than 6 
years to be discharged, unless he enrols himself as a member 
of a land mortgage hank. Our colleague Lala Bal Kishen 
dissents from this on the ground that it would restrict 
unduly the discretion of the Ixirrower. It will obviously be 
advisable to arrange for constant con.sultation between the 
land mortage bank and the village co-operative agricultural 
credit society, for although technically loans are advanced 
by the co-operative institutions on personal security 
improved by mutual control and joint liability, it would be 
risky to reduce the security represented by the gene-ral 
assets of the iKirrower which consists largely of his land, 
by allowing an agriculturist to borrow from both the 
primary agricultural credit society and the land mortgage 
bank without each other’s knowledge. 

124. Far too large a proportion of the members of 
co-operative credit societies have at present previous debts 
„ . , , and encumbrances, with the result 

Nion c. a CO operative that quitc a Considerable portion of the 

funds of the co-operative credit socie- 
ties are piactically locked up for years. A large number of 
such heavily indebted persons has a tendency to produce a 
demoralising effect on the society as a whole and to turn it 
into a mutually obliging society for extending the period 
of repayments. We, therefore, consider that in the 
present stage of the co-operative movement it is desirable 
that an appreciable number of members should be free from 
previous debts and encumbrances and that the co-operative 
credit societies should limit their credit facilities mainly 
to requirements for crop purposes and short term loans 
for tiding over occasional periods of scarcity or famine. 
So long, however, as land mortgage banks are not started. 
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it will not be possible to give effect to this recommendation, 
and during the transitional period we suggest that jjersons 
encumbered with previous debts may be admitted as mem- 
bers of co-operative societies on probation for three years 
subject to the following conditions : — 

(a) that the probationer member shall not borrow from 
any outside agency or create any encumbrances 
upon his property without the previous consent 
oi the soeietv ; 

{b) that he shall repay U>wards his previous debt and 
interest charges, a sum which the society 
considers reasonable at eac;h harvest; 

(r) that in case he gives netessary sureties or 
adequate security by way »)f nuntgage of 
his {)roperty in favour of the society, the society 
shall assist him in reducing his previous debt 
to outside creditors by advancing him twice the 
amount he himself contributes at each harvest, 
provided that he makes no default either in 
payment of interest due to the society or in 
repaying any crof) loans advanced by the 
society. 

We consider it essential for the success of any scheme 
of debt redemj)tion by co-operative credit sfxieties or land 
mortgage banks, especially in view of the unfortunatt^ 
experience of the results of debt redemption by TO-operative 
credit societies in Ajrner-Merwara, triat 

(а) legal power lye given to them to apply to the Collec- 

tor for the issue of a })roclaination calling upon 
all creditors of their clients to disclose their 
loans within a reasonable time limit, failing 
which no court of law should give priority to 
undisclos<id debts in any proceedings relating to 
the execution of decrees, and in case a debtor 
member challenges the correctness of the claims 
put in to call upon the creditors through the 
Collector to prove their claims in a cf>urt of law 
within a time-limit fixed by the Collector; 

(б) the existing law should he amended so as to give the 

co-operative credit societies and land mortgage 



banks the benefit of provisions embodied in the 
Encumbered Estates Acts, under which any 
future loans taken by their clients from outside 
creditors should not be admissible in law courts 
so long as any amount advanced by them 
remains unpaid; 

{c) subsequent loans made by Government under the 
provisions of the Land Improvement Loans Act 
and the Agriculturists T^oans Act should not 
take priority over earlier long period loans given 
by a co-operative f*redit society or by a land 
mortgage bank and that such amendments of 
law as are necessary for securing this object 
should be made at an early date ; 

{d) in all cases of default in the payment of instalments 
on account of a mortgage loan, the land mort- 
gage banks and the co-operative credit societies 
should have the power of selling, without resort 
to a court, through an executive officer autho- 
rised in this behalf by the Local Government, 
after giving the defaulter 3 months’ notice to 
})ay the instalment; and that 

ie) the I^and Alienation Act and all rules and regula- 
tions under it should be modified so as to 
include co-operative credit societies and recog- 
nised land mortgage banks in the definition of 
“ agriculturivst ” so far as the sale and transfer 
of land are concerned, and place them under the 
same restriction in respect of their power to 
sell land as are imposed on the agriculturist by 
the Land Alienation Act, provided that the 
co-operative credit societies or the land 
mortgage banks shall not be at liberty to hold 
possession of the land for more than 3 years 
without selling it. Mr. Chablani dissents 
from the proviso to this recommendation on the 
ground that it will prevent experiments in co- 
operative farming, which, in his opinion, should 
be encouraged by all possible means in view of 
the very small and scattered holdings in a large 
part of tl» Centrally Administered Areas. 
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125. We Uiink that a determiued effort ought to be made 
to draw into the co-operative movement the savings and 
_ capital of the mahaja/ti^ and the agri 

culturist money-londers at rates of 
«nd c»piui of tnahajmt interest not exceeding those at which 
money piiniaiy co-operative 8ocietie.H borrow 
from tHe central banks at present, and 
to include in the agricultural co-operative credit stx'ieties 
some membf'rs with .settled habits of thrift and business- 
like instincts. We would, therefore. sugge.st that the bye- 
laws of the societies l)e amended so as to permit admission 
of a special class of members, 

(n) who will as.sunu* a liability limited to their share 
capita! and will lx)rrow less fi'om the society 
than their deposits therein and buy a prescribed 
minimum numl)er of shares on which no divi- 
dend shall l)e paid ; 

(b) whose deposits shall have the same i lainis on the 

assets of the swieties as a de{)osit by a non-merri- 
l)er and l>e considered in every res})ect as a deV)t 
owed by the s(X‘iety ; and 

(c) who should agree not to leiid money directly to any 

fellow member of their co-oj)erative credit 
.society. 

Our colleague J.ala Bal Kisheii suggests that the lia- 
bility of such members should Ih' the same as that of the 
t'ther ineinl)ers of the sfK’ietv. 

We expect that if the policy we recommend is accepted, 
it would not only im|)rove the organisation of the societies, 
hut alst) bring hf)ne8t lK)no\vers and honest investors in 
the rural areas more closely together tliaii is tlve cast* at 
picsc!it and rid the cf)-operative movement of the suspicion 
that it seeks to promote conflict between borrowers and 
intestors. 


126. Tn a preceding chapter we have already drawn 
attention to the large portion of rural savings wliich is 

invested in uneconomic fonns and the 
attrfrl small amount of the members' deposite 
• large portion . i rmrt’ agricultural co-of)erative credit 

societies. We consider that co-opera- 
tive institutions are the best agency for eradii'ating this 
evil by persuasion and pro|>aganda. We, therefore, re- 
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cornmend that (*) in years when the village crops are above 
8 annas in the rupee, village cooperative societies should 
be jiersuaded to make a special effort under proper safe- 
^ards imposed by the Co-operative Department to attract 
deposits from members, preferably for periods longer than 
1 year, by offering interest rates even up to their borrowing 
rate from the central bank; and that {ii) borrowers from 
the co-operative societies should be induced by their 
panchayats to entrust to them their gold and silver orna- 
ments (except a gradually decreasing minimum amount 
fixed by the panchayat from time to time) for sale and 
deposit in the central (o-operative bank in the name of a 
woman of the family, on which the central bank should 
give compound interest at half per cent, less than the rate 
charged to the society by the central bank, the whole prin- 
cipal and interest being returnable in cash or gold at the 
option of the depositors when the borrower has discharged 
his debt to the co-operative society. The existing law 
should l>e amended so as to make it clear that the amounts 
so invested shall be treated in all legal proceedings as 
ornaments on the person of a woman. Our colleague Lala 
Bal Kishen dissents from this as he considers it neither 
pra(;ticable nor likely to l)e popular. 
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CHAPTER XIV. 

Credit for Rur-al Industries. 

127. The majority of the agriculturists in the.se areas 
have uneconomic holdings and cannot make tlie two ends 
„ ^ meet without borrowing or supple- 

menting tlieir income from other 
sources if they stick to the land. The census figures of 
1921 show that out of the total agricultural population 
only 13-3 per cent, of the actual workers in the North-West 
Frontier Province, 119 percent, in Delhi and lOT per cent, 
in Ajmer-Merwara had subsidiary occupations; and that 
only 2T per cent in the North-West frontier Province, 
1-6 per cent, in Delhi and 3-3 per cent, in Ajrner-Merwara 
had indu-stry as tlieir subsidiary sonrct^ of income. The 
table given lielow sliows the numlier of agriculturists 
engaged in different imlustries according to Uie census 
figures of 1921 : — 



Statement showing the numher of agricttltnrists and non-agrirulturists engaged in induMries, 
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Intensive encjuiries, however, sng^t tliat the census 
figures give a misleading impression of the real de^ndenoe 
of the rural population on sounds of livelihood, other than 
the cultivation of agricultural cro|>8. The figures given 
below clearly show that in the majority of villages selected 
for intensive enquiries agricultural cro{)s are not the main 
source of the net earnings of the rural population : 

Delhi. 

Agricultural crops are not the main source of the net income 
of the rural population . 


Seri&i 

No. ' 

Xtot 

from fell 

Not int'omo 
from cultivii. 
liou of agri- 
cultural croiw, 
1.#’ , gTtMw inoome 
Innd 

revenue, rwit 
nnd coat ‘d 
t uit i vfttion. 

PoroeutAgt^ oi 
Oolumn 3 to 
(bln mu 2. 


i<9. 

Ha. 


1. Jhaiijjola 

0,877 

925 

134 

2. Akbnrpiira Majra 

33,227 

207 

•6 

3. Moharjjuuidpur Majri . 

2'^,8t»8 

4.765 

JC 5 

4. Xan^ioi f^ayyad 


5,096 

57 3 

5. DtMHala 


^iSM7 

97 «• 

6. Jainrpur Knlan 

18,706 

]54K)1 

85* 0 

7. XatJgli 8akrav< ti 

M 8,938 

' lG,54,iH 

87-4* 

8, Kajpur Klnird 

23 . 9^0 

7.2f^ 

30 f ) 

9. .lonapiir 

17,002 

6 4r>5 

39- 1 

10 Jat 

"1,13,178 

^ ^ t .2^ »^ 


n. Afa.sjid Moth 

39,7tnt 

6.-16 

18-8 

12. Houz Rani 


15,417 


13. Dalupura 

V\743 

1.170 

6 9 

34. Silampur 

4),’W 

- 13.2<t7 

... 

TcnrAZ 

3,74,678 

1.17,266 

31 3 


• Normal y«*r» bare b«en taken, as. the current year (W29-30f wa« not 
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Ajmer-Merwara. 

A gricultural crops are not the main source of the net income 
of the rural population. 

Set Income Irom ciiitivii* 




Ket Income 
from all 

tion of land (crope), i.#.. 
groca income min^s land 

Fcfcentase of 
Ooiamn 3 to 

1. 

Rupnagar 

sonroee. 

Rs. 

36,376 

revenue, rent and cort 
of cultivation. 

Rs. 

4,926 

Column 2. 

18-6 

2. 

Lavera 

26,877 

10,076 

37*4 

3. 

Baled 

15,467 

324 

21 

4. 

Bar 

14,783 

4,896 

331 

6 . 

Rajiawas 

39,612 

11,666 

29-2 

6 . 

Chat 

8,763 

3,798 

43 4 

7. 

Nayran 

46,681 

26,883 

56:6 

8. 

Bagar 

33,414 

12,140 

36-3 

9. 

Barana 

22,048 

16,873 

76-6 

10. 

Danseryan 

15,964 

62,764 

4,418 

27-7 

11, 

Makrera 

10,891 

20-6 

12. 

Baghana 

29,422 

11,629 

396 

18. 

Rawatmal 

30,476 

3,815 

12-6 

14. 

Jaswantpura 

8,308 

5,210 

627 

15. 

Sanadh 

63,6.56 

34,521 

54 2 

16, 

Banjari 

44,274 

10,667 

240 

17. 

Bhagwanpura . 

14,719 

6,066 

41-2 

18. 

Galti 

14,091 

2,490 

17 2 

19. 

Sarmalian 

21,582 

10,822 

601 

20. 

Kekri 

. 3,43,640 

62,959 

18*3 


Total 

. 8,82.697 

2,53,047 

2B*7 


North-West Frontier Province. 

A gricultural crops are not the main source of the net income 
of the rural population. 

Net income from ciiltlva- 



Net Income 

ti on of land (crops), 

Percentage of 

from all 

Kroea income fntntu land 

( olumn 3 to 

Bources, 

revenue, rent and cost 
oi cultivation. 

Column 2. 


Rs. 

Rs. 


3 . Shabqadar 

2,59,496 

1,69,603 

61-1 

2. Lachi 

65,447 

3,212 

. 4*7 

3. Haugoo 

2,17.884 

26,999 

12-3 

4. Billitang 

60,308 

24,484 

62,930 

40-6 

6, Dhnmtaur 

1,43,729 

86*8 

6. Kotnajibulla 

1,41,897 

27,133 

19-1 

7. Piinodheri 

80,062 

26,628 

88*26 

8. Ghoriwaila 

2,32,802 

1,45,042 

82*3 

9, Potah 

1,40,680 

72,069 

51-4 

10. Maddi 

2,61,750 

98,768 

892 

11. Gul Imam . 

2,11,169 

1,74,603 

82*6 

Total 

. 17,65,204 

8,11,171 

46*2 


• On account of the delay in receiving the results of extensive surveys, the 
corresponding figures for the remaining 5 villages could not be analysed i» 
time. 
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Plainly the hope of the rural areas lies only in 
Ae development of the existing supplementary sources of 
income or finding out new avenues of profitable employment 
either in substitution of, or in addition to, agricultural 
crops. 

15^. Of the industries allied to agriculture, suggested 
to us as capable of development, the most important are 

the production of gvr, fruit-growing, 
•gricnUure** making of mats and ropes of the 

mazart (palm), and dairy produce, 
particularly ghee in the North-West Frontier Province; 
gur production, fruit-growing vegetable and flower 
gardening and dairy farming in the Delhi I’rovince; and 
dairy produce, w’ool growing, collet'tion of fire wood from 
forests in Ajmer-Merwara. Among the industrii's not 
allied to agriculture are cotton ginning, hand-spinning, 
and weaving in the Delhi Province; weaving, making of 
woollen blankets and manufacture of Inngis, kullas and 
niwar, tapes, oils, soaps, gla.ss vessels, imitation laces, gold 
and silver embroidery in the North-West Frontier Pro 
vince; and wool cleaning in Ajmer-Merwara. We have 
had no expert evidence as to how far these industries are 
capable of development and whether any of them are 
suffering from want of capital. The general trend of the 
evidence has created on our mind the impression that diffi- 
culties are more largely of want of organisation than want 
of capital. But it is probable that in the initial stages 
some amount of financial a.ssistance by the stote will bo 
necessary to induc'e the enterpriser to a]>pear in the field 
earlier than he would otherwise do. We recommend there- 
fore that the possibilities of developing these industries be 
explored by the Board of ]ux)nomic Development which we 
have recommended, that Government should grant free of 
charge on favourable terms the services of governnjent 
officials or experts for starting or advising such industries 
as is done under the Central Provinces Industries Act, 
and that the necessary credit facilities be provided by the 
Co-operative Department supplemented by financial aid 
from Government on terms similar to those adopted under 
the Madras State \id to Industries Act. 
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CHAPTER XY. 


Marketing, 


129. It is difficult to give any precise meaning to the 
word ‘ marketing ’ so as to distinguish it from internal 

trade ; but a rough and ready distinc- 
tion may well be made between the 
stage when the produce leaves the 
hands of the agriculturist producer 
and the stage when it comes into the possession of merchants. 
We propose to deal with only the first stage in this chapter 
and reserve our treatment of the second stage for the next 
chapter on internal trade. 


Bulk of th« produce 
grown in the Centrally 
Adininiitered Areas con- 
•lists of food grains. 


The table given on })age 22 of cliapter II clearly 
shows that the bulk of the produce grown in the Centrally 
Administered Areas consists of food grains. The total 
yield of these in 1928-29 was 133 laldis maunds in the North- 
West Frontier Province, and 15 lakhs maunds in each of the 
provinces of Delhi and Ajmer-Merwara. Local enquiries 
suggest that the consumption of food grains per adult is 
about 1 seer })er day and that of a child a little more than 
half a seer. Investigations in Danta, a village about 8 
miles distant from Ajmer, conducted by the Commissioner 
of Ajmer-Merwara in the year 1926 confirms this estimate. 
On this basis the total consumption of food grains works 
out to 143 lakhs for the North-West Frontier Province, 32 
lakhs for the Province of Delhi and 33 lakhs for the 
Province of Ajmer-Merwara, thus indicating an annual 
defiicit of 10 lakhs maunds in the North-West Frontier 
Province, 17 lakhs in Delhi and 18 lakhs in the Province 
of Ajmer-Merwara, to be made good by imports from out- 
side. In 1879, the district authorities in the North-West 
Frontier Province, hovrever, submitted to the Famine Com- 



laission of the year, the followinfj scale of consumption of 
food grains in that province : — 


Mambexs of families. 

Name of grain. 

at BO tolaa. 

AgricuUitral 

■( 

U’hcat 

ICH> 

Old man 

Ilajra, moth. maize. 

150 



Iiarley and gram. 



r 

Wheat 

250 

Zamindar and wife 

■I 

Other grainw 

500 


r 

Wheat 

h» 

Two children 

.<! 

Othr'r graiiiH 

m) 



Total ankual coksump- 




TION. 


X on agricultural clas^t^. 

r 

Wheat 

150* 

Old man 

•i 

Other graina 

Ot) 


/ 

'1 

Wh<*at 


Man and wife 

nt her grain H 

rj‘H> 


r 

Wheat 

105 

Two ohildn^n 

.<! 

i^ther gniina 

iCHt 



Total akni/al consump- 




tion. 



*Tbe above ia on tbe 6upXK>f!ition that the ^ar i» an average one and tiiat other 
artiolea of diet, auch aa greaae» onions, mebns, and even meat arc eaten at times. 


Adopting the above figures as a basis, the total consump- 
tion would be reduced roughly by about and the deficit 
of 10 lakhs for the North-West Frontier Province would be 
turned into a surpbis of 19 lakhs, and the deficits for Delhi 
and AJmer-Merwara reduced to 11 and 12 lakhs respec- 
tively. It may, therefore, be safely presumed that only a 
smali portion of the grain produce in these Areas is 
exported. 
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2. For the purpose of this chapter, however, what wn- 
cerns us is not what goes outside these provinces but what 
the agriculturist producer offers for sale in the markets. 
Enquiries in some of the villages selected for intensive sur- 
vey in the Delhi Province give the following figures of the 
quantity of grain kept at home by the growers and 
the quantity of grain sold by them : — 


Names 

Grain 

Grain 

of villages. 

produce. 

kept at home 


Maunds. 

Maunds. 

1 . Jhangola — 

1028-29 

1,474 

315 

1923-25 . 

330 


2. Akbarpur Majra 

1,346 

1,062 

3. Mohammadpur Majri 

5,343 

3,344 

4. Nangloi Bayyad 

1,710 

904 

6. Door ala — 

1926-27* 

1,900 

740 

1928-29 

237 

237 

6. Jnfarpur Kalan 

6,738 

2,951 

7. Nangli Sakravti — 

1927-28* 

4,800 

1,996 

1928-29 . 

1,164 

1,075 

8. llajpur Khurd 

3,814 

3,192 

9. Jonapur . 

7,431 

2,274 

10. Shahpur Jat — 

1924-25* 

11,594 

10,019 

1928-29 . 

2,897 

260 

11. Masjid Moth 

1,272 

1,120 

12. Dalupura 

2,906 

1,136 

13. Silampur 

2,341 

2,336 

Total 

43,976 

22,877 


Feroentage of grain kept at home to the grain prodnoed 50*7 per cent. 


Personal enquiries by members of the Committee in the 
village of Shahabad Daulatpur show that in addition to the 
amount kept for consumption at home, about 4*5 per cent. 


* Tears for which these figxLres Are taken are normal years. ' 
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of the total grain produced is given as wages to Kamins. 
We are, therefore, justified in assuming that the agricul- 
turist pr^ucer in the Delhi Province does not on an 
average dispose of more than 45 per cent, of the total grain 
produced, the rest being kept for his own use or for 
paying the farm servants and field labourers as wages in 
kind. Of this, a portion is given to the vilhage money- 
lenders in repayment of loans in kind, and the balance 
is sold partly to the village dealers, partly to agents of out- 
side dealers who visit villages during the marketing season, 
partly to dealers in mofussil mandis and partly to merchants 
in the city mandis. It may also be safely assumed that the 
village dealer or money-lender retains a considerable 
portion of what he |)urchases in tlie village for retail 
sale in the village itself. We have no reliable data for 
determining the exact proj^ortion of the fcxxl produce 
that is disposed of in each of the ways enumerated above; 
hut, deducting 4 5 per cent, of the total produce given to 
kamins, the total requirements of f(K>d grains by the non- 
producing rural ])opulation of the Delhi Province, on the 
scale already mentioned, work out to 3,22,020 maunds a 
year. The total f(x>d consumption of proprietors and cul- 
tivators is estimated at 8.21,250 maunds, and if they have 
kept at home only 50 per cent, of the pro<lnce as is sug- 
gestod by the results of intensive surveys, they will have to 
buy 59,250 maunds from the village dealers in order to meet 
their food requirements. Thus the total stoc'k which malia- 
jans must kee{) for village consumption in Delhi amounts 
to 3,81,270 maunds or about 25 per cent, of the total food 
production of the Province. Adding to this 50 per cent, 
kept by the agriculturist producer for home consumption, 
and 4 5 [>er cent, given to kamins i this makes a total of 79 5 
per cent., leaving only 20-5 per cent, of the total production 
for sale outside the villages. Transactions in the villages 
are mostly on the basis of barter or on credit, and very little 
cash is really required for settling them. The total value 
of food grains of the Province of Delhi has already been 
estimated at 68 58 lakhs but the prices taken in valuing 
these food grains are city prices which are often slightly 
higher than the prices in the mofussil mandis. But making 
no allowance for this difference in prices, the total amount 
required to move the portion of grain crops brought for sale 
to the mandis in the Province of Delhi cannot exceed 20-5 
per cent, of the total value of food grains, that is Hs. 14 05 
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lAidbe. The detailed calculations are set out in the follow- 
ing table: — 


Delhi Province. 


I 

Nttiub«r. 

Average alae 
of the 
family. 

. .. 

1. Total population . 

488,188 

1 

4 5 

2. Rural population . 

183,768 

4 5 

3. Proprlctars and Oul- 
tlvaton. 

123,250 

4 5 


No. of 
famlUee. 

Consumption per 
family of 1 male 
and 1 female, 
2‘5 chtldreu at 

1 seer per adult 
and 1 seer por 
cbtld. 

1 

Total annual 
oonsuncqutioQ In 
mau^s— 

(a) at 3*25 seers 
per family per 
day, 

(5) at 2*60 seers 
per family per 
day. 


Seers. 

1 

1 




(«) 

3,217. 1U> 

108,486 

3*2.> 





(*) 

2,573,088 



(a) 

1.211.850 

40.8.37 

3 2.> 





ib) 

968,868 



(a) 

5*21.250 

27,390 






ib) 

657,000 


PSEOBlSTAOi; OF THE TOTAL GRAIN PROPUCE. 


If. 7V)faI food grain pro- 
duced (In mftimds) in 
1927-28. 

The consumption 
of total 
population. 

The consumption 
of rural 
population. 

The consumption 
of proprietors and 
cultivators. 

r 

(rt) 21M 

(u) 79*5 

(a) 53-9 

1.524.000 / 




\ 

(b) 168 ’9 

(h) 63*0 

(b) 43*1 


lU. Tnt 4 il supply of food BraluH required for sale to villagea Is -a«l,270 maunds. 

(A) The amount nniuired for sale to non prcxiiicing elasaea 322.020 mauiula. 

(1) 12 niontlis’ supply for the rural population - 1,211,850 inaunds. 

(2) 12 months’ supply for the proprietors and cultivators '«821,250 inaiuuls. 

(3) The amount given to kamitw (4-5 jK'r oent. of the tota.1 food production) “*68,580 maund*. 

(4) The quantity which has to be purcfiased by iiou-producing iwpulation « 322,020 rnauuds. 

(B) The U>tnl consumption of proprietors and cultivators uUttwi the anmunt kept nt home ^59,250 
rnauink. 

Tot*! of A and B amount to be kept by the village dealers for village c«i»umpUon=== 381,270 
nmunds. 

Peri'cntage of the foo<i grains kept by tlie village dealers to the total food grains produced «» 25*0 
per cent. 

IV. (A) The tot*l percentage not marketed outalde the villages 50 per cent, (kept at hom«)H-i'5 (given 
to komtnit) < 25 per cent, (kept by village dealers for viUage needs) - 79 5 per cent. 

(B) The percentage offered for sale in «Mmdi>**20-5 per cent. 

(C) The total value of (B)«=14*05 lakhs. 


Similar enquiries in 3 of the selected villages in Ajmer- 
Merwara indicate that about 40 per cent, of the total pro- 
duction of food grains is retained by the agriculturists for 
consumption at home. Assuming the same proportion for 
payment of wages in kind as in Delhi, this will indicate 
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tiiat roughly about 55 per cent, of the production of food 
grains is marketed bv the agriculturists. Calculations 
similar to those made for Delhi yield the following 
results 


.1 jtner-Meru'am. 


I 

Number. 

Average sire 
of the 
family. 

No. ^>f 
fa milies. 

t'oniiutupUun i>t*r 
family of 1 male 
and 1 female, 

2 22 rlilldrea at 

1 1 »i5cr jH'r adult 
ami \ s(H)f per 
‘ child. 

Total annual 
oonaumpUon in 
titviitmls 

(«) at 311 aeera 
^>cr family j^cr 
day, 

(<•) at 2 488 seers 
family per 
day. 





beers 


1. Total {vipulation . 

495.271 

4 22 

ir,3d3 

an 

1 («) 3,330,625 

2,004,500 

2. Rural population . 

330,574 

1 

4 22 

78,335 

an 

(rt) 2,222,850 

if>) 1,778,280 

3. PropricUurt and ( til- 
tlvator«. 

143, KKS 

4 '22 

33.911 

an 

(«) 902,140 

(t>) 769,732 


II, Total fofxJ grain pro- 
dn(“e<i (In maunds) In 
1927-28, 

PKUCKNTAOK of THK total KOUI) OKAIN PRODlTf’g. 

TTic consumption 
of b»tal 
population. 

The C 0 U 8 U Dipt i<uj ! 
of rural 
lH»jMjlation. 

T he eoneumpUon 
of proprletora and 
cultivators. 

1,497,000 1 

(a) 222*.5 

(5) 17H'0 

(u) 148-5 

ffr) 1J8'8 

(«) 64-8 

(f>) 51-4 


in Total jiupply of fo<Ki jfrairw reiiuired for sale for village 1,550, (Wt5 rriauuds. 


(A) Tho amount for sale to ivin- producing classes 1 ,193,345 mauuds. 

(1) 12 months’ supply for rural populatioiM* 2,222,850 mauinla. 

(2 1 12 moijths’ supply for proprietors and cult i valors -*9(52,140 maunds. 

(3) The amount given to kaminM (4 5 jwr cent, of the toUl hMxl grain produce) w». 07 ^ij (}5 mauudx. 

(4) The quanUty which has to l>e purchased hy non-prwludng fmpulatlon 1,193,345 maundB. 

(B) The total conwimptlon of proprletort and cultivator* minm the total kept at hoine*.3d3 'uo 

inaondx. 000,. 

B -the amcmnt to kept by the village dtuilers for village cojujumptlon * l,65d,«85 
Percwttafe of Uie food grain kept by the village dealers to the total food grain produced m 108 0 


IV. (A) The total neroeotage not marketed outolde the vUlages .*50 per cent, (kept at hofrie) f 4 fi ner 
(ftm W tmmnM) per cent (kept by village deal^s for 

(B> TtM» percentage bought In »iMind4a*»4S‘4 per cent. 

(C) The total value o? (B) - ^^ 51 laklwt, - 


For the North-West Frontier Province, no data is 
available for making estimates similar to those for Delhi 
and Ajmer-Merwara, as the persons to whom the intensive 
wdnquiries for selected villages were entrusted have thrown 
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no light on this point ; but assuming the same propbrtions 
as in Delhi the detailed estimates are set out below : — 


North-West Frontier Province. 


1 

Number. 

Average slic 
of the 
family. 

No. of 
families. 

Consumption per 
family of 1 male 
and 1 female, 
81 children at 

1 seer per adult 
and i seer per 
child. 

Total onnnml 
ooQsnmptlon In 
maunds — 

(a) at 8-55 seen 
per family per 
day, 

(5) at 2 84 seers 
per family per 
day. 

1. Total population 

' 2.251,840 

5-1 

441,480 

Seers. 

3-65 

(o) 14,299,970 

(5) 11,439,976 

2. Total rural popula- 
tion. 

1,916,491 

^•1 

876,686 

366 

(a) 12,166,546 

(5) 9,738,286 

8, Proprietors and cul- 
tivators. 

1,473,128 

61 

288,848 

8-65 

1 

(a) 9,366,776 

(5) 7,485,420 


PKECKNTAGK of the TOTAX food OEAIN PRODUCB. 


II. Total food grain produce 
(In maundB) In 1927-28. 


13.312,000 


{ 


The consumption 

The consumption 

The consumption 

of total 

of rural 

of proprietors and 

population. 

population. 

cultivators. 

(a) 107-6 

(a) 91-4 

(a) 72-9 

(6) 80-0 

(6) 731 

(6) 68-3 


III. Total supply of food grains required for sale for village ueetLs =*4,011,485 maunds. 

(A) The amount for sale to noii-produdug classes “2,210,730 maunds. 

(1) 12 montlis’ supply for rural population «» 12,1(56,545 maunds. 

(2) 12 months' supply for the proprietors and cultivators -=9,356,775 maunds. 

(8) The amount given to lamins (4*6 per cent, of the total food grain produce) =*599,040 maunds. 
(4) The quantity which has to be purchased by iion-producUig population*** 2, 210,730 maauds. 

(B) The total consumption of proprietors and cultivators minus the total kept at home *=*2^00,776 

maunds. 

Total A and B—The amount to bo kept by the village dealers for village consumption— 4,911,485 
maunds. 

Percentage of the good grain kept by the village dealers to the total food grain produced — 36*9 
per cent, 

IV. (A) The total peroent^e not marketed outside the villagee — 60 per cent, (kept at home) 4- 4*5 pear cent. 

(given to tamirw) 4~ 36-9 per cent, (kept by village dealers for village needs) — 91-4 per cent. 

(B) The percentage offered for sale in wiandw«=8*6 per cent. 

(C) The total value of (B)-Il8. 48-44 lakhs. 


We have no material for making similar estimates of 
the proportion of the production of other commodities that 
is marketed outside the villages in which they are grown, 
except the fact that in the village of Shahabad Daulatpur 
in the Delhi Province the producers generally retain 1 /10th 
of our, 1 /7th of cotton for themselves and the whole 
of the fodder for their cattle. It is not safe to generalise 
on the basis of an enquiry in a single village but there is 
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no doubt that the bulk of the commercial crops like gnr and 
cotton are generally marketed outside the villages. 

130. In the Delhi Province, there are a number of 
mofussil mandis in addition to the city markets. Shahdara 
Marketo market for gur, sugar and to some 

extent grain; Najafgarh for barley, 
gram, wheat and hajra; Narela for gur, chillies, wheat 
and to some extent cotton; Mahrauli for barley, gram, 
bajra and to some extent jawar: and Mas j id Moth for 
tobacco. There are also petty local markets in Karala, 
Kanjhaola, Jangpura and Bawana. In the city of Delhi 
itself there are 4 different markets dealing in agricultural 
produce sent from the surrounding villages, viz., Rui ki 
mandi, Maidganj, Paharganj and (yhauri Ganj. Formerly 
the produce oi the villages round alxmt Delhi within a radius 
of 100 miles used to marketed in these mandis ; but this 
has practically ceased, since wandi.s have been established in 
Sonepat, Rohtak and Bahadurgarh. Among others, the 
following are the neighbouring villages from which produce 
is sent to these city mandis for sale : — 

Narela, Badli, Shampur, Haiderpur. Nangloi, 
Kamardi Nagar, Moghulpur, Kalan Khurd, 
Pitampura, Garipira, Ghuora, Hirankhur- 
drana Ranikhera, Rasulpur, Mundka, Ran 
Hola, Madhirpur, Nehrpur, Rithala, Saraspur, 
Azadpur, Bhalswa, Jehangirpur, Nangli Kuna, 
Alipur, Mahrauli, Chiraghdili, Adchani, Lado- 
sarai, Chatarpur, Hauzkhas, Manirka, Palan 
Bijwasan, Hastsal, Bindrapur and Dabri. 

The principal markets in Ajmer-Merwara are Ajmer, 
Beawar, Pushkar, Nasirabad, Kekri, Bijainagar, Hermera, 
Pisangaon, Dawair, Bhim, Todgarh, Jawaja, Barar, 
Kishangarh and Sarwar. Of these, Bijainagar, Beawar, 
Kekri, Nasirabad, Kishangarh, Sarwar are known for 
cotton and wool; while Nasirabad, Beawar, Kekri, 
Ajmer and Pushkar are considered as good] markets for 
^ain. The most important of them all are Ajmer and 
Beawar, each receiving produce from places as far as 80 
miles by road and 160 miles by rail. 

In the North-West Frontier Province there are 77 mar- 
keting centres of which the more well-known are Dhamtour, 
Abbottabad, Havelian, Mansehra and Haripur in Abbot- 
tabad District; Peshawar, Nowshera Kalan, Charsadda, 
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Hoti-Mardan and Swabi in Peshawar District; ICdhat^ 
Hangoc), Billitan^ in Kohat District; Bannu, Serai 
Naurang and Lachi in the Bannu District; and Dera Ismail 
Khan, Kulachi and Tank in Dera Ismail Khan District. 
Among these, Peshawar and Hoti-Mardan occupy a premier 
position. The produce sold at Hoti-Mardan comes not only 
from villages in Mardan Tehsil within 40 miles’ distance- 
from Hoti but also from places 80 miles distant in the inde- 
pendent territories of Swat and Buner. 

The weights used in the mandis of the three provinces 
are uniform, and there is no evidence of the use of false 
weights anywhere. The prevailing market prices are 
generally known to the agriculturists; and the mandi 
dealers are in close touch with the outside markets. It 
would, however, be a great convenience both to zammdars 
and merchants if weekly reports of prices in the ports were 
notified in the mofussil mandis. 

So far as the agriculturi.st producer is concerned, the- 
transactions in mandis are all on a cash basis. The means 
of payment are metallic rupees and currency notes. In the 
mandis round about Delhi, more rupees than notes are in 
use, jiarticularly in cotton and grain seasons; and lakhs 
of rupees are sent annually from the city to the neighbour- 
ing mandis, whether outside the limits of the Delhi Province 
or inside it. The dealers, who sell to the indigenous 
bankers darshani hundis arising out of their transactions in 
the market, take f rom the indigenous bankers in rupee coins 
more than in curren^ notes in order to make payments to 
the agriculturists. The same is the case in the North-West 
Frontier Province, though the use of currency notes there is- 
increasing rapidly even among the Pathans. 

131. Generally speaking, the agriculturists in the rural 
areas of Delhi sell their produce to the village banias when 

it is small in quantity; otherwise they 
take it to the mandts on carts which 
they themselves own. Ah increasing 
number of them prefer to sell the produce in the city oi 
Delhi. Zamindars in villages beyond Najafgarh and 
Bahadurgarh go to these mandis for marketing their crops, 
but in case the rate in the city of Delhi is more favourable- 
to the seller, to the extent of even six pies per rupee, they 
go direct to Delhi inspite of the distance. The agricul- 
turists living in villages between Delhi at one end and 
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Narella, Najafgarh and Bahadurgarh at the other end 
prefer to go to Delhi city markets direct whenever there is 
a sufficient load for a cart. Carting is done by the 
producers themselves ; and as it costs them less to bring the 
produce to Delhi than it would cost the grain dealers in 
Najafgarh or Bahadurgarh, it is obviously the most 
economical arrangement when the produce. is to be sent 
eventually to the city. On the whole, it is estimated that 
as much as 2/3rds of the produce transported to the city 
markets in Delhi, is brought for sale by the producers them- 
selv^. 


Similar practice prevails in Ajmer-Merwara. When 
an individual grower has a sufficiently large quantity to 
sell, he transports it to the mandis himself, and sells it there 
either directly to the retail dealer or in the wholesale market 
through the agency of an artia or a commission agent. 
When the quantity is small, it is sold tf) the village dealer or 
to the agents of big grain dealers who occasionally visit the 
neighbouring villages in order to make their purchases 
after the harvests. 

In the North- West Frontier Province too, the produce is 
brought to the neighbouring small mandis, in the majority 
of cases, by agriculturists themselves, and this is the case 
even in the hilly tracts of the province where adequate 
facilities for communications do not exist. In big markets 
like Hoti, however, the produce is received for sale, even 
from places as distant as 80 miles, and three different 
agencies are employed for the transportation of the pro- 
duce. The most extensively employed agency is that of 
donkey drivers, who are given advances by dealers varying 
between Rs. 2,000 and Rs. 3,000 at a time. They go into 
the interior, buy the produce and return to Hoti within a 
few’ days. They are all Mohammedans and receive (in 
addition to the actual cost of transport) only a small com- 
mission on the purchases made. Approximately 50 
per cent, of the produce marketed in Hoti is brought in this 
way, and the remaining half by the producers and village 
dealers in about equal proportion. 


132. The agriculturist producer, generally speaking, 
is a free agent in the disposal of his produce. Of course, 
V. it is obligatory on him in all cases of 

loans m kind to repay his debt in kind; 
but w© have already seen that most of the transactions are 
jMi a cash basis. Allegations were made in the course of 
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evidence before us that the agriculturist producer is in the 
bands of his money-lenders and is obliged to sell his produce 
at prices much below the market rates in the mandxs. But 
apart from the general weight of the evidence against this, 
such personal enquiries as members of the Committee could 
make showed clearly that such allegations were based upon 
an imperfect appreciation of the actual facts. At a gene- 
ral meeting of the co-operative credit society in the village 
of Shahabad Daulatpur the members present stated that 
the agriculturist debtor was under no obligation to sell the 
produce to his creditor and that there was very little to gain 
by selling it to others. In case the produce was offered to 
tne creditor sahukar he would buy at ^ seer per rupee more 
than the rate prevailing in the Delhi city market on the 
same day ; but in this case the seller was saved the expense 
and labour of taking it to the city and had not to pay the 
octroi duties. The market rates in the city markets and 
those of the village differ only to the extent of f ths of a seer 
per rupee; but when the agents of outside dealers visit 
villages they are prepared to buy at ^ seer per rupee more 
than the rate in Delhi. It is, therefore, more profitable to 
the agriculturist to sell his produce to these itinerant agents 
than to his sahukar creditors in the village, who take :ith 
seer more per rupee. But in the case of good parties the 
sahukar creditor often make a concession of ;J^th of a seer to 
|th of a seer per rupee ; in that case, the agriculturist has no 
reason to prefer even these itinerant agents of outside grain 
dealers. It is a fact, however, that an increasing number of 
agriculturists go to Delhi to sell their produce in the city 
itself. The explanation offered to a member of the Com- 
mittee who made personal enquiries from agriculturist 
sellers in the Rui ki mandi is that they go to the city not 
only to sell their produce but also to buy things, which 
they cannot do so well in the village or the mofussil 
mandi, and that the mahajans, to whom they are indebted, 
themselves ask them to sell the produce in the city of 
Delhi and pay them in cash instead of in kind because 
in these days it is cheaper for the agriculturists to trans- 
port the produce than for the mahajans. The zamindars 
are not only selling theif* own produce directly to the 
city artias, but some of them are also purchasing the 
produce of others and bringing it to the city for sale through 
the artias. Such zamindars are increasing in number, 
particularly in Maidangarh, Ladosarai and Mahranli. 
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133. It is sometimes su^^sted that the rates in the 
villages compare unfavourably with those offered by the 

Prices of food grain mandis. How little 

in Uie villages and moufis. justification there is for this view can 

easily be seen by a glance at the 
following figures of prices in selected villages and the 
neighbouring mandis on the 22nd and 23rd of May 1930 ; — 



North-West Frontier Province. 

Statemf’nt ^hoiriva .rrholr-snle yrice.^ of commodities on May 22itd and 2.3rd, I'JSO, in important 

villages and markets. 


268 





Delhi. 

Statement showina wholesale prices of commodities on May 22nd and 23rd, 1930, in important 

villages and markets. 


S60 





Ajmer-Merwara 

Statement showing wholesale prices of commodities on May 22nd and 23rd, 1980, in important 

villages and markets. 
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^ A detailed enquiry on this subject was conducted in the 
"City markets of Delhi. The deafers and zamindar sellers 
who were questioned on the point agreed that there was 
generally a difference of about 9 pies per rupee lietween the 
Juices of grain in the city markets and those prevailing in 
■the mafussil mandis of Narela, Najafgarh and* Bahadur- 
:garh. This small difference does not make it a paying 
proposition for the niofussil dealers to move grain to 
Delhi. They have to pay 2 annas a nuiund on the carriage 
of goods; 6 pies per maund for terminal tax in the city 
'of Delhi, 3 pies per maund for packing, weighing, 
sewing, etc., and 3 pies per rupee or 1 anna per maund 
as commission to artiaf: in Delhi. It would pay only the 
zamindar/^' to bring the produce to Delhi as transport 
arrangements are their own. In the case of cotton, 
the mofussil dealer has to pay 0 annas per maund on 
carriage, 6 pies on coolies and 2 annas per maund on 
weighing. None of these charges are borne by the 
zamindar s. The local mills which purchase cotton take 
40^ seers for one maund, which means a loss of roughly 2 
annas per maund and deduct 6 pies as dalali and 7 pies per 
maund as handhai. The artia's commission is 6 pies per 
maund, and the same is the rate for the terminal tax. The 
loss on account of shrinkage is estimated at about \ seer or 
2 annas per maund. All these charges make up a total of 
roughly 14 annas per maund. The price of cotton in Delhi 
and Narela differs by only a rupee j>er maund, leaving a 
margin of only 2 annas per maund for the mofussil 
dealer. • Against this .small profit is to be set off the risk of 
loss, if the price on the selling day in Delhi is lower than on 
the preceding day when cotton was purcha.sed at Narela. 

Much the same is the result of an enquiry made in the 
village pf Rajiawas in Beawar. There the creditors of the 
village agriculturists are also artias in the city of Beawar 
;and all the zamindar s present at the enquiry agreed that 
they got the same rates as prevail in the Beawar market. 
‘They, however, stated that there was a moral understanding 
■between them and their hohras that the crop would be sold 
through them, for by changing the commission agent the 
^agriculturists gained nothing while the bokra lost his com- 
mission. The exact position was summed up by the spokes- 
man of the agriculturists as follows : — 

“ There is a moral understanding between me and the 
hohra that I should take the crop to him for 
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sale. If I do not do it he would not accommo- 
date me in times of distress. Although he give* 
me the full benefit of the market price ia 
Beawar, he will lose his arai if I to and sell it 
through some one else. If I sell it throng 
another dealer, I shall have to pay the ara# 
charges to the other man also. My bohra does 
not charge me anything more than what I have 
to pay as commission elsewhere and therefore I 
shall gain nothing by the change.’’ 

The real effect of the indebtedness is not that the pro- 
ducer does not get the prevailing prices in the market, but 
that he has to sell soon after the harvest, because of the 
pressure of his creditor.s for repayment of their loans, even 
though prices may be unattractive. In a word, he cannot 
afford to wait for higher prices. But if by waiting there 
is a possibility of gain, there is a probability of loss also, 
particularly in these days of falling prices. The middle- 
man undoubtedly reaps the benefit of any rise in prices just 
as much as he incurs loss on account of a fall in prices. But 
this middleman is neither the village bania, except so far aa 
he holds stocks for retail sale in the village, nor the artia 
in the mandis. It is the whole.sale dealer in the big 
markets. 

134. The system of giving advances to the agriculturists 
with a stipulation that he should .sell his produce at rates 

settled months in advance, does not 
against pro- prevail anywhcrc except in the mandis 
for gur in the North-West Frontier 
Province. But advances are given in the North-West Fron- 
tier Province for a different purpose. We have already 
described tiie system of giving advances for a few days to 
donkey drivers in IIoti-Mardan for the purpose of bringing 

g rain from the interior. Similar advances are given by grain 
ealers to zamindars for about a week before the produce is 
brought to the market. The amount advanced varies bet- 
ween 8 annas and Bs. 2-8 per load (weighing If or 2 
maunds). The price is settled at the time this amount is 
paid, no advance is given for periods longer than a 
we^. Similarlv the village hania receives an advance 
from grain dealers cm the same scale as the zamindarSi 
and for the same period. It is only in the case of gut &ili 
advances are given for much lonTOr periods. The system 
followed is that in the month of January and February 
the commission agent gives advances at the rate of rupees 
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iper jarih 'on the understanding that produce ^rown 
will be sold through him. The produce is sold in the 
SKHith of December at prices which vary between 8 to 
6 rupees per mauitd ; and the commission agent credits the 
producer with the market price then prevailing after deduct- 
ing a commission of Rs. 4 per jarih, which yields about 12 
maunds of gur. No interest is charged on sucli advances. 

135. Neither in Ajmer-Merwara nor in the North-West 
Frontier Provinte does it ajipear common for the agricul- 

turists to store their produce for the 
sake of higher prices. In Delhi, how- 
ever, the more sul)stantial agriculturists do store produce 
in their own houses. It is generally lielieved by persons 
engaged in the grain trade that about 25 per cent, of thfe 
zamhi^ars in DeUii have Ijeen storing produce in recent 
years in the hope of lH‘ing in a position to sell at a more 
favourable [)rit‘e later on. But some of them have been 
losing very heavily owing to falling prices. How little 
can acttially l)e gained ana how much can be lost by holding 
up the crop for l)etter prices, can easily be seen from the 
following quotations for first class wheat, taken from the 
account books of a leading wheat broker in the city of 
Delhi 

Seers 


per rupee. 

Lst Jeth 1986 (Middle of May 1929) . . . gj 

l»t Amr 1986 (Middle of June 1929) . . .9 

1st Snu>an 1986 ('Middle of July 1929) . . .8 

1st Badhwa 1986 (IVliddie of August 1929) . . 71 

1st Asu 1986 (Middle of September 1929) . . 7J 

Ist Katik 1980 (Middle of October 1929) . . 8 

Ist Mangsir 1986 (Middle of November 1929) . 8i 

Ist Poh. 1986 (Middle of December 1929) . . 8| 

1st Mah. 1986 (Middle of January 1930) , . 8 

Ist Phagun 1986 (Middle of February 1930) . . 91 

1st Chet, 1986 (Middle of March 1930) . . 9* 

1st Tmmkh 1987 (Middle of April 1930) . 10 


A^art from the long-period storage, it is not uncommon 
for bigger agriculturists and village dealers in these 
Areas to store the oroduoe with the commission agents 
in the mandis for short periods, and to take from them an 
advjuaoe to the extent of nearly 75 per cent, of the value of 
tWr produce at a rate of interest varying between 6 and 7^ 
Beromut. per annum. 

K 2 
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136. The central figure in this marketing business is 
the commission agent or the artia. His charges vary 

in different places. In the mofussil 
aglt" mandis of Delhi, it is the seUer who 

pays arat or commission at the rate of 
1 pice per rupee on the market price of the commodities sold. 
In the city markets of Delhi, no commission of any sort is 
paid by the seller. The commission agent’s charges 
amounting to 3 pies per rupee fall on the buyer. The 
artias pay the zaniindars ready cash while they sell the 
produce to the buyer on credit for 8 days, tKus losing 
interest for 8 days. The seller whether a zamindar or a 
dealer, far from paying anything to the artia actually re- 
ceives from him about 2 annas per cart load, which weighs 
on an average about 20 maunds, worth about Rs. 80 in the 
case of w’heat and Rs. 40 in the case of barley. He also- 
gets from the artia free tobacco, 1 pice for achar if he has 
brought his own food, and sometimes food and lodging also. 
The artia has to pay in addition to these charges, 1 anna 
per cart as chowkidari to the owner of the mandi, 2 annas 
per cart as tulni and godown i-harges for 15 days as the 
buyer tloes not |)ay anything for keeping the goods with the 
artia for 15 days. Out of the balance, provision has to be 
made for shop expenses as well as for insurance against loss 
on account oi bad jiarties. In estimating his net earnings 
out of his commission of 3 pies per rupee charged to the 
buyer, a fair allowance must be made for all these expenses. 

In the mandis of Ajmer-Mervvara the commission 
agent’s charges vary in different markets from 8 annas to a 
rupee per cent. The seller, whether an agriculturist or a 
village dealer, has to pay the commission agent’s arat, and 
customary charges for weighing, for dharmada (charity) 
and for paying the sweeper and the waterman, which taken 
together amount to about 6 annas 6 pies per cent. For 
cotton, the customary rate in Beawar is 6 annas per maund 
inclusive of all charges. The commission agent loses hia 
interest for about 4 to 8 days as the buyer has to be given 
credit for this period. As in Delhi, the artia is ready to 
give advanc>es up to 75 per cent, of the value of the produce- 
stored with him at a rate of interest varying between 6 to- 
71 per cent., in addition to rent for the goaown. In the 
mandis of the North-West Frontier Province, the commis- 
sion agent’s charges amount generally to 3 pies per rupee 
or 2 annas per maund in the case of some cxanmodities, and 
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he gives advances against the produce kept with him to the 
extent of 80 per cent, of the value at tne market rate of 
interest. These details make it quite clear that the charges 
of the artia or the commission agent, considering his labour 
and the risk in his business, are not at all unreasonable. 

137. There is no .system of pooling at present in any of 
the three provinces; nor have any suggestions been made to 

us for the formation of pools. We 
doubt very much wdiether the agricul- 
turist will gain anything in the long run by forming a 
pool, and we agree with the Registrar of ('o-operative 
Societies, Ajmer-Merwara. that such pools will lead to 
clash of interests and unhappy disputes. 


138. Our general review of the existing conditions of 
marketing by the producer makes it quite clear that there 

is nothing seriously wrong with the 
Faciiitic* for holding existing svstem . But there is no doubt 
pricta.'' that the agriculturist is unable to hold 

up his produce for better prices; ancf 
suggestions have sometimes been made to start co-operative 
loans and ."^ales societies, or to extend the scojie of ordinary 
agricultural co-operative swieties so as to include advanc- 
ing of loans against stored pnxluce grown by the members 
of agricultural credit societies, or to institute a system 
of loans to the farmer on the lines of thase advance<l by the 
E^ptian Government. On a consideration of all the 
relevant issues on this subject, the majority of us have come 
to the conclusion that it is not at all necesksary to embark 
on any of these ventures. The zamindars of these Areas 
have at pre.sent no difficulty in obtaining loans against 
stored prorJuce up to 75 per cent, of its value at quite a 
rea-sonable rate of interest, generally from the urtim, and 
in some cases even from the city banks. We have had no 
complaints against the methods of working of the artias; 
in fact almost everywhere there is a general feeling that the 
system of artias is working satisfactorily. We .see no rea- 
son why the agriculturist should not take full advantage 
of the existing facilities for getting advances against stored 
produce, if he is willing to take the risks of fluctuations in 
prices. But in .iew of the recent marked tendency of 
agricultural produce to fall in prices and the frequent, 
almost violent, changes in these pric^. we gravely doubt 
whether the agriculturists of the Centrallv Administered 
Areas would be wise in running the risk of fluctuations in 
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prices of stored produce in the hope of realising substan- 
tially higher prices at a later date and paying, in the 
meanwhile, interest on advances against stored pr^uce. 

In view of these fundamental objections, which apply 
equally to the Egjqitian scheme, we need hardly go into its 
full details. Under it the cultivator gets an advance for 
a period of only four months with the option of getting 
an extension of a further j^eriod of four months at a fixed 
rate of interest, viz., 4 {ler cent. All incidental charges, 
storing, packing, weighing, etc., are borne by Government. 
Not only the funds are provided by Government but also the 
neceasary staff of cashiers, agents, warehouse keepers are 
paid by Government, though they are nominated by banks. 
Such a system appears to us undesirable on many grounds. 
It keeps the interest charges at a fixed rate, independent 
of the market rates and very much below the normal rate in 
the busy season. It throws on the general tax-payer not 
only the losses arising out of this but also all expenses of 
staff, grading, packing, sacks, rent of godowns, etc. The 
loans under it are made on the basis of the amount per load 
irrespective of the market firice of the produce. And, 
finally, it sets up a number of petty officials invested with 
extensive powers. 

Our colleague, Lala Bal Kishen, while agreeing with 
our general observations and our criticism of the Egyptian 
system of loauvs, wishes to record his dissent from the view 
that it is not necessary to start co-operative sales and loans 
societies on the ground that he does not desire any restric- 
tions to be imposed on the freedom of co-operative movement 
to start such smueties merely because the system of artias is 
working satisfactorily . 
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CHAPTER XVI. 

Financing of Internal Trade and Remittance Facilities. 

139. In the preceding chapters we have described the 
general system of financing the agriculturist producers and 

village dealers up to the stage when 

the produce oomis into the fimcU of 
merchants in the local mandL^ in the three provinces. We 
have now to notice in each case the financing of internal 
trade within the province itself and trade between it and 
the other provinces of British India. 

140. We have no data for making an estimate of the 
volume of imports into, and exports from, these three 

Voirnn# of import* *n<i provinces, as even the Returns of the 
**P®'^* Indian Railway and River Borne 

Trade, the publication of which was distontinued from 
1922, do not give any separate figures for each of the three 
Areas. We can. however, form a general idea as to the 
main articles exported from the North-West Frontier 
Province. Apart from all the transit trade in commodities 
coming from the translwrder territorie.s which we shall 
notice in our Chapter on Transborder Trade, the exfwrta 
consist of fresh fruits, ciur, tobacco, chillies, (X)tton and 
cotton seeds, and oilseeds. Some quantity of grain is also 
exported outside the province but this is probably much less 
than what is imported into the province. From Hoti- 
Mardan alone the total export.s were estimated by the kaal 
merchants and zamindam , who assisted us during our 
enquiry at that place, at one lakh maunds of wheat, one 
lakh maunds of jnwar, 50,000 maunds of tobacco, 2.50,000 
maunds of gur, and one lakh ru{>ee8 worth of fruits. Wheat 
is exported generally to Karachi and to Military camps; 
gur, which is reported to l>e of specially fine quality, is sent 
to the Punjab and Delhi ; tobacco to a numl>er of places in 
the Punjab and Delhi Province and even beyond Delhi 
towards the east; juu'ar is sent to Hazara within the Pro- 
vince as well as to Rawalpindi in the Punjab. 

141. Local enquiries conducted by the members of the 
Committee into the system of marketing and financing in 

Hoti-Mardan show that the merchants 
of the place do not store for long the 
grain that comes into their hands, 
very few of them trade on their own 
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account; almost all act as commission agents on behalf of 
either the merchants in places like Karachi, or Military 
contractors in the North-West Frontier Province. They 
despatch the goods purchased on behalf of their principals 
on receipt of instructions from them and charge interest at 
the rate of 5 per cent, for the period the goods lie in their 
godowns. Their principals pay them the purchase money 
as soon after getting the railway receipt as is convenient to 
them, paying them interest at the rate of 5 to 5^ per cent, 
during the interval lietween receipt of goods and payment 
of money. In some ca.ses according to previous arrange- 
ments and in the case of parties, who are not trusted fully, 
railway receipts are sent tlirough indigenous bankers or 
joint stock banks and the money collected through them. 
In addition to interest, the commission agent receives as 
his commission one per cent, of the vahie of the produce 
exported. Till recently the indigenous bankers were paid 
generally at the rate of two annas per cent, for rec^overing 
and transmitting money; but since a branch of the 
Peoples’ Bank of Northern India was opened in Hoti, the 
charges on hundis have come down from two annas per cent, 
to six pies per cent, and sometimes even to four pies per 
cent. The trade in juwar with Hazara and in tobacco with 
places in the Punjab, Delhi and the Ignited Provinces is 
financed mostly by cash, either remitted by currency notes 
in insured covers through the post office or brought in 
personally by the merchants or their agents from these 
places. Both the indigenous shroffs and banks in Peshawar 
freely give advances against the security of the produce 
stored with them to the extent of nearly 80 per cent, of the 
value. The dealers in gnr are paid by exporting firms in 
about four weeks’ time and these in turn are financed by 
arrangements with banks in Peshawar through whom it is 
generally exported. 

142. The bulk of dry fniits, furs, hides and skins, and 
carpets imported into Peshawar is re-exported outside the 
, province. As will be stated in the 

* chapter on Transborder Trade, the 
central figure in the dry fruit trade is the dharwai, who 
pays the entire amount of purchase money to the Kabuli 
de^er in advance and recovers his money subsequently from 
the purchaser, whether he be a local dealer or an outside 
merchant. Generally this dharwai is also a commission 
agent on behalf of dealers in Bombay, Calcutta, and other 
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big towns in India. He charges as his commission about 
one per cent, of the value in addition to interest at the 
market rate for the period his amount remains unpaid. If 
the dealer at the other end is a substantial man, money is 
recovered by means of kttndis through the indigenous 
bankers; otherwise railway receipts are sent through the 
banks for collection. Notes in insured covers are used, to a 
very small extent, as means of remittanc’e and payment. 
Trade in furs, hides and skins and carpets is almost wholly 
an export trade with countries out.side India and is financed 
mainly by a branch of one of the Exchange Banks. 


143. Of the imports, the most imjwrtant are sugar, 
silver and gold, hardware, tea and grain. In Hoti- 


ltn|>orl« — Gold and »il 
ver, etc. 


Mardan alone 40,000 inaunds of sugar 
are imj)orted annually and distributed 
to the various parts of this ilaqa. 


Three of the local merchants have got offices at Karachi, and 
money realised from the sale of sugar in Hoti is remittexi 
by means of drafts through the Imperial Bank at Nowshera 
or Peshawar. Silver is im|>orted in considerable (quanti- 
ties through the Chartered Bank of India, Australia and 
China or the local shroffs, while gold is imported mostly 
through the indigenous bankers from Bombay. Before the 
recent disturbances in Afghanistan, large quantities of 
silver used to be imported for the purpose of re-export to 
Kabul; even the local demand for this commodity is sub- 


stantial and silver is distributed from Peshawar to the 


villages round about it and sent to Mardan as well as Swat. 
Gold is imported to Kohat mainly from Rawalpindi, while 
Mardan gets its supply of gold partly from Peshawar and 
partly *from Bombay. Almost the entire finance required 
for the movement of gold and a substantial amount required 
for the financing of silver trade is supplied by the indigen- 
ous bankers and the dealers who trade in these oiimraodities. 


A peculiar system of financing the tea trade has come into 
v(^e in Peshawar recently. The dealers in tea who are 
generally Mohammadans raise the money required from 
sakukars in Peshawar and pay a sum of Rs. 12 per cent, 
per annum on the amount borr()wed ; but the amount so paid 
IS recorded in their books as share of profits because the 
receipt and payment of interest are (xmsidered objecticmable 
by a lai^e body of Muslims. If the amount was raised on 
prenotes the rate of interest would be lower. As it is, this 
form of partnership is more paying to the sahukat as he is 
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able to realise thereby interest at the rate of 12 per cent, per 
annum. 

IM. It is difficult to make any accurate estimate of the 
relative share of the indigenous banker and banks in the 

North-West Frontier Province in the 
. fiHancing of trade. One well-known 
in Snancing tr»de. banker estimated that even in the city 

of Peshawar where there are more 
banks than anywhere else in the North-West Frontier Pro- 
vince, 20 per cent, of the fur trade, 25 per cent, of the trade 
in carpets, 50 per cent, of dry fruit trade, 25 per cent, of 
the hardware trade, and 50 per cent, of the tea trade was 
financed by the indigenous bankers, the remaining part 
lieing financed partly by the traders themselves out of their 
own capital and partly by banks. The share of the indi- 
genous bankers in the other markets may, therefore, be 
safely presumed to be very much higher than this. 

145. The principal articles of internal trade in Ajmer- 
Merwara are cotton, wool, gvr and food grains. Of these 

gnr and food grains are for local con- 
M«<rwar«!' sumption, but cotton and wool are also 

exported outside India rid Bombay. 
The food grains are imported from Bhatinda, Mukatsar, 
Phagwara, Jullundar, Kotkapura, Lyallpur, Gurdaspur 
and Gojra in the Punjab, while pulses are imported from 
Cawnpur and Agra in the United Provinces. The total 
quantity imported into the Ajmer market alone is 4,00,000 
maimds annually of which only 40,000 maunds are from the 
neighbouring villages. Gur is imported from Meerut, 
Delhi, Ghaziabad, Hapur, Shahdara, Panipat, Sonepat, 
Sikandarabad and Maharajganj. The best market for 
ootton and wool in the province m Beawar, which receive 
annually about 4,00,000 maunds of raw cotton and 10,000 
maunds of ginned cotton. The amount of cotton ^nned in 
Beawar is approximately 1 lakh maunds, of which about 
70,000 maunds are exported. Raw ootton is received in 
B^war from Mewar, Marwar, Magra and other places 
within a distance of 86 miles by road and 150 miles by rail. 
The total <mantity of wool im^rted annually in Beawar is 
about 25,000 bales, each bale weighing 4 maunds and 6 
seers. Of this, 10,000 bales comes Ircan villages in Ajmer- 
Merwara, 10,000 from Marwar, 5,000 from Bikanear, 2,000 
frmn Jaipur ^te, 2,000 fiHHn Mewar, 5,000 from the 
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Punjab and 2,000 from Gujrat. Beawar is the second beat 
market in India for wool clearing, the best being Fazilka in 
the Punjab. Almost the whole quantity of wool cleared is 
exported to Liverpool rid Bombay or Karachi . 

146. In Ajmer, grain is sold on credit, generally for 15 
days. On cash payment a discount of four annas per cent. 

is allowed, while sales on credit for 16 
Own- (jgyg aj-p effectetl at par. In case the 
period extends Iwyond 15 days, interest 
is charged up to 6 per cent, per annum according to the 
relations that exist between the buyers and the sellers, 
ifardly 2 per cent, of the purchases are made in cash ; gene- 
rally all the transactions are on credit. The retail dealers 
in the city get no credit either from the shroff or the 
Imperial Bank ; they repay almost daily out of the pn^ceeds 
of their sales. In order to re<'over money from the village 
dealers the grain merchants in the Ajmer mandi have gene- 
rally to send their own agents to make collections. 

As regards the imports from the Punjab, 75 per cent, to 
90 } 3 er cent, of the price is remitted as soon as the railwav 
receipt is received by the merchants in Ajmer, The PunjaVi 
dealers receive their money partly through the Imperial 
Bank and partly through the indigenous shroffs; but the 
number of hundis sent through the latter is declining owing 
to the competition of the Imperial Bank. Payments on 
account of the grain receive<l from Malwa are made by cur- 
rency notes .sent in insured covers through the post office. 
Occasionally the agents of the Malwa merchants come to 
Ajmer to recover their dues. Payment in respect of deal- 
ings with the residents of the Ignited Provinces are mostly 
made by means of hvndis on (alcutta and other places pur- 
chased from the indigenous shroffs. The grain dealer in 
Ajmer has to pay 75 per cent, to 90 per («nt. of the value of 
grain imported immediately on receiving the railway 
receipt, but the goods arrive some time later. Again 
between the date on which grain reaches Ajmer and the 
actual sale of goods to retail dealers, there is often a l^g 
interval, extending sometimes even to four months. The 
grain merchant in Ajmer does not generally trade on his 
own account ; he lo merely a commission agent between the 
outside seller and the retail dealer in Ajmer. The actual 
time of selling thus depends largely upon the instructions 
received from the principi^l party in the exporting oentr^ 
The Ajmer artia charges interest on the amount advanced 
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by him at the rate of 10 aimas per cent, per mensem, and 
commission on sales at the rate of 14 annas per cent. 

It has \ieen stated l)efore us that the part played by the 
Imperial Bank in all these transactions is almOvSt insigni- 
ficant. The artia does not go to the bank for accommoda- 
tion as the latter insists on goods l)eing stored in its 
godown. Resells grain in in.stalments and it is inconveni- 
ent to deal with the Imperial Bank for every instalment 
because of its formalities. Besides, in the absence of any 
satisfactory arrangement for grading, every buyer likes to 
see the stock and does not enter into a bargain merely on 
seeing samples. Grain trade is financed by the artias with 
their own capital to the extent of 12 annas in the rupee, 
the remaining 25 per cent, is provided by loans from the 
local offices of the indigenous bankers or by drawing dar- 
ahani hundis on the Bombay offices of the shroffs. In case 
the latter method is resorted to, the artia. when he has 
funds later on, purchases hmidis on Bombay in the market 
to repay his dues to tlie shroff, maintaining during the 
interval a current account with him on which interest is 
calculated on daily balances. The rate of interest varies 
between 7 to 10 annas per cent, per month on the amount 
advanced, but it is a fixed rate for each party according to 
his standing, irrespective of the season. The artia prefers 
this to the practice of the Imperial Bank, whose rate varies 
according to the season. 

147. Payments to outside dealers on account of the 
imports of aur are made generally by means of htindis, or 

currency notes sent through the post 
Bocou^rof^raZ™*"** office. whichever is cheaper. The 

htindis used in settlement of these 
transactions are not h undis on the exporting centres but on 
Bombay and Calcutta, because htindis on the former are not 
offered for sale by the local indigenous bankers. It was 
suggested to us that if the Imperial Bank were to reduce its 
charges from 4 to 2 annas per cent., gur merchants would 
prefer to deal with tjie bank, as it could issue drafts directly 
on the places with which the merchants have dealings. 

148. Of the cotton sold in Beawar, nearly 60 per cent, 

is brought by the zamindars and 40 per cent, by the villa^ 
n .. * j u _ dealers. The artias pay cash to the 

sellers in full, whether they be zamtn- 
dars or village dealers. Rupees, more than not^, are the 
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common means of payment. If any of them does not wish 
to sell immediately, the commission agents gener&lly 
advance him 75 per tent, of the price of the produce storeil 
with them at 7 per c*nt. intere.st. Some of the bigger artias 
purchase also on their own account and export cotton to 
Bombay, but the general practice is to restrict their busi- 
ness to commission agency. The bulk of the capital em- 

E loved is owned by the artio/y' and the balance is provided 
y the indigenous bankers in l^awar. Ajmer and wmbay. 
No help is received from the Imperial Bank in the financing 
of this trade. ^ 


149. Wool is an important article of export from Ajmer 
Merwara. There are alxjut 50 merchants engaged in the 
„ business of clearing w(v>l and exrmrting 

it to l.iverpwl nd Bombay and they 
employ alxmt 3,000 men, women and children. Wend comes 
to the Beawar market only in particular months and for 
nearly an interval of 6 months no w(X)l is imj)orted at all. 
As prices generally go up during this intervening period 
of slackne.s.s, and the clearing fai'tories have to find work 
during the whole year, stocks are held up for two to four 
months in spite of the fact that it takes only 15 to 30 day.s 
to have the wcxil cleared. The merchants engaged in this 
business take no advances from the Imperial Bank of India 
or the local indigenous shroffs. Their artias in the pur- 
chasing centres outside the province pay the sellers tnere 
by means of bund is on their artias in Bombay. The latter 
pay cash on their behalf for dnrshani hundis drawn by 
the former and when w<x»l is exported to Idverpcx)! they 
get an advance from the banks in Bombay and credit it to 
the Beawar dealers’ running account with them. They 
charge them interest if their debits exceed their credits and 
pay them interest if the reverse is the case. They are in 
fact their bankers with whom they maintain a running 
account. The dealers consider it more convenient to deal 


with the indigenous bankers in Bombay than to transact 
business with the Imperial Bank or any joint stock bank. 
It has been stated before us that the expansion of the wool 
business is restricted not for want of banking facilities but 
because it has be ome highly speculative. During recent 
years there have been far too many violent fluctuations in 
prices within a short period and those engaged in the busi- 
ness are now decreasing the volume they handle every year. 
Jkbout 4 to 6 years ago some foreign firms, e.g., Messrs, 
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David Sasswn and Co., Mitsui Bussan Kaisha, etc. had 
their agencies in Beawar and used to advance money for 
their wool business, but they suffered losses as a result of 
which they had to ck^ their agencies. 

150. Gold and silver are the other important commodi- 
ties of trade in this province. In 1928 the quantity imported 

into the city of Ajmer is stated to have 
amounted to 10,000 tolas of gold and 
.18 lakhs tolas of silver of which ^ths 
was consumed in the city and |ths in the villages. In 
the Beawar market about 5 lakhs worth of gold and silver 
are sold every year in about equal proportions. The con- 
sumption of these precious metals is said to be greater in 
the cities than in the villages. The entire supply is im- 
ported from Bombay, and is paid for by hundis purchased 
from the local setks and shroffs or by cheques offered by a 
company of wool merchants on Bombay. Practically noth- 
ing is remitted through the Imperial Bank at Ajmer, but 
occmsionally sup})ly bills are purchased through the Beawar 
Treasury. 


151. The city of Delhi dominates the Delhi Province, 
its population being much larger than the rural population 


Internal trade — Delhi, 


of the Province. A considerable part 
of its trade is also due to the fact 


that it is a big distributing market for the portion of 
Northern India between Amritsar at the one end and 


Cawnpore at the other. We have not been able to make 
any elaborate enquiries into the market conditions of the 
town but the general impression which we have gained is 
that a large amount of business is carried on in grain, 
cotton, sugar, piece-goods, bullion, metals, machinery (in- 
cluding motor cars), haberdashery, and kirana (sundries). 
So far as articles imported from foreign countries are con- 
cerned, the trade is generally financ^ by the exchange 
banks. The shipper’s drafts on the buyers in Delhi are 
negotiated by them and when the goods arrive in the ports, 
they invest their money on duty and clearing charges, and 
charge the buyer interest thereon at 10 per cent, per annum. 
On arrival of the goods in Delhi, the exchange banka make 
advances to the importers and retire the drafts by opMiii^ 
loan accounts against hypothecation of goods storm in their 
godowns leaving a margin of 20 to 26 per cent, of the in- 
voice value plus all clearing charges and customs duty paid. 
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It is alleged by the Delhi Piece-Goods Associatioa tliat the 
total margin comes to nearly 40 per cent, of the invoice 
value in Delhi whereas it is only 25 per cent, in Cawnpore; 
but in the absence of any evidence from the exchan^ banks 
we are not in a jx)sition to find out how far this aliegation 
is true. 

There are also a^ncies of European firms in the town, 
but these are mostly for booking orders and generally 
play very little part in the financing of imports. In a few 
cae^, however, they send for gcxxls on their own account, 
and sell them in the market partly on cash and partly 
on credit. As soon as* goods are taken delivery of by 
the dealers they make their own arrangements for financ- 
ing their business. The retailers generally cover their 
requirements through the medium of the artias (comnais- 
sion agents) who finance them till they are in a position 
to repay them out of their sale- proceeds. The artia ob- 
tains 9 days’ credit free of interest from the wholesale 
dealer, after which period, according to the usage of the 
market, he must pay the amount due to the wholesale dealer, 
if he wishes to retain his position in the market. A few 
years back, the mofussil retailer used to pay a large part 
of tlie purchase money in cash, and the artia' s function 
was limited to negotiating the transaction with the whole- 
sale dealer and to advancing the retailer a small amount to 
make up the shortage of ready cash with him. But in 
recent years, the mofussil dealer liecause of trade depression 
buys not with cash but on credit from the artia, who is now 
called upon to invest a good deal of his own money in the 
business. As a result, a number of them are curtailing 
the volume of their business. 

152. The chief staple grains imported into Delhi are 
wheat, barley, gram and tarah, of which about one lakh 
„ ^ ^ , maunds come from the mofussil places. 

Tr«i« n gruB— Deiii. ^azirabad, Gujranwala, Khankado- 

gran, Gojar-mandi and Lyallpur in the Punjab send about 
20,000 maunds of wheat a month ; Cawnpore District, Ettah 
and Ettawah send about 5,000 maunds a month and 
Moradabod, Chandosi, Hapur, Ghanziabad and Amroah 
send about 50,000 maunds a month. Of the total amount 
of the cereals sold in Delhi, about Jrd is sent out to the vil- 
lages round about Delhi and frds is consumed in the city 
itself. Practically nothing is exported to the ports. There 
are no khatis here nor any kothas for storing the produce, 
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and the grain brought to the market is packed in gunny 
bags which are stored in the godowns of the grain (realery 
in the Naya Bazar, Delhi. 

The grain merchants act mostly as artias; i.e., they do 
not buv or sell on their own account but sell on tehalf of 
their clients whom they charge commission. They advance 
to their clients 75 to 90 per cent, of the value of the produce 
entrusted to them, tlie payment-s being made sometimes in 
cash and sometimes in damhani hundis. Interest is charg- 
ed on such advances at the rate of 7 annas 9 pies per cent, 
per mensem. The produce is generally sold within 20 days 
of its coming to the market, and in no case is it kept for 
more than 3 or 4 months owing to the risk involved on 
account of the fluctuation of prices and the possibility of 
deterioration because of the surface moisture. In case of 
storage, the artia charges the .seller Rs. 3-2 per hundred 
bags (each bag weighing about 2^ maunds) per month. 

The artia’ s commission is paid by the buyer and not by 
the seller. The buyer pays in all at the rate of Rs. 2-8 per 
cent, of the price of the goods sold, out of which he deducts 
15 annas per cent, on account of the charges paid by him 
for brokerage, weighing, coolies, etc., so that the artia’ s 
commission is only 3 pies per rupee or one rupee and 9 annas • 
per cent. As the buyer pays only after 8 days, this in- 
cludes interest for that period and means a net charge of 
only Rs. 1-7 per c.ent. Out of this, the artia has to pay 
1/lOth to the dealer whose goods he sells, and has to meet 
the expenses of boarding and lodging of his clients who stay 
with him sometimes even for 15 days or a month at a time.. 
JWhile the charges for telegrams fall on the seller, the ex- 
pense on account of postage on letters, which have to be 
sent daily to clients in order to keep them in touch with: 
daily quotations of prices, falls on the artia. On the whole, 
the net gain of the artia does not come to more than 1 per 
cent., out of which he has to provide for his shop expenses- 
as well as losses on account of bad parties. 

The financing of local produce has already been describ- 
ed in the Chapter on Marketing. The business in grain in 
Delhi does not require much outside finance. There is only 
a limited scope for this business in Delhi and the artias have' 
generally enough funds of their own. In case of need they 
^rrow from one another at the rate of 8 annas to Re. 1 per: 
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cent, per mensem, but they seldom go to a bank for financial 
assistance. 

The merchants can easily get in Delhi hundis of indi- 

f enwus shroffs and liank drafts on almost any big town in 
ndia. The bank drafts or demand hundis on the port 
towns are very often used as a means of settling transactions 
between Delhi and other inland tow'ns. 

153. Our review of the existing system of financing the 
internal trade clearly shows that the pivot of the w’hole 

system is the artia. Originally only a 
fin^^cing*intemtr”trMil* Commission agent, as his name implies, 

he has by force of circumstances liecome 
a financing agency. He has to give credit to his 
customers on ojien aciount and has to w'ait till money 
is remitted to him wrecks or even months later. He- 
cannot extend his business unless he can increase his own 
capital, for he cannot convert his b<K)k accounts into cash. 
Even big merchants who can easily get acc’ommodation from 
banks consider it derogator}-^ to their own position in the 
market to keep the goods in the godown of the banks. 
Obviously the only remedy is to substitute trade bills for 
‘ credits on open account ’ and to facilitate their redis- 
counting by adimting the .system of warehouses, which is 
prevalent in the united States, under which such bills would 
oe backed by proper warehouse receipts, issued by ware- 
houses which would be independent ^th of the borrower 
and the lender. The only serious objection urged in evi- 
dence against such a system of licensed warehou8(^ is one- 
of cost on account of overhead charges, but in view of the 
possibilities of developing a bill market and increasing, by 
means of rediscounting, the financial resources of business- 
men in the busy season, we are definitely of opinion that the 
principle underlying the United States warehouse system 
IS a gtxid one, if only the public crould be induced to take 
it up, and that it is w-ell worth a trial in spite of the 
cost that it will entail. We consider that the volume 
of business both in Delhi and Peshawar justifies an 
experiment of this sort being made in selected places, 
for example, Deliii. Hapur, Ghaziabad, Peshawar and 
Mardan. And w'e suggest that the proportion of the 
overhead charges varying from 75 per cent, in the first 
5 years to 25 per cent, during the i5th to the 20th year 
should be borne by Government till a Reserve Bank is 
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created, when it should be considered as a Intimate charge 
on the profits of the Reserve Bank, whose business in redis- 
counting would be greatly facilitated by the establishment 
of such warehouses. 

154. In describing the system of financing the internal 
trade in various commodities, we have several times referred 
„ , to the means of payment and the 

eaiu o payment. method of remitting funds for meeting 

the obligations arising out of the commercial transactions. 
We may now complete the review by noticing briefly the 
existing agencies for remittance. The post office is the 
most common agency and in most places the only one. It is 
availed of to a considerable extent by merchants and traders 
who keep their agents at the markets in funds by sending 
notes of smaller denominations in insured covers. These 
are sent in amounts not exceeding Rs. 2,000 at a time, which 
is the maximum limit for which articles can be insured by 
the post office. The cost of remittancie by this method is a 
little over annas per Rs, 100, which includes the pre- 
mium of 2 annas charged by the post office for insurance. 
This cost is brought down considerably by traders and deal- 
ers by cutting notes of higher denomination and sending 
each set separately in halves insured for a nominal sum. 
The recent amendment by Government of the Currency 
Notes (Refund) Rules, 192i, which makes it more difficult to 
obtain full value on half notes, the other halves of which 
have been lost, does not appear to have had a prejudi- 
cial effect on this method of remittance, as the chances of 
loss in the post office are small and this is the only method 
of remittance available in mc«t places where hundis and the 
facilities offered by Government treasuries and banks are 
not available. The other facilities afforded by the post 
office for remittance, viz., money-orders, or the value pay- 
able system under which the railway receipts for goods sent 
by rail can be sent to the consignee, are not much availed of, 
on account of the high cost. The system of money-orders 
is however popular among the rural and urban classes for 
remitting small amounts. No trustworthy estimates can 
be made of the amounts of trade remittances sent tihrough 
the post office. The total value of mon^-orders and value 
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payable and insured articles despatched from these Areas 
in 1927-28 are, however, given below : — 



MomBT C^DKRf. 

i Vidue fwiv- 
able aorticiei 
deapaiohod. 

Inatired 
artickNi 
^ dtMi|)atcli«d. 

Area*, 

lasued. 

Paid. 


Ra. 

Rs. 

Rs. 

Ra, 

Frontier Province* 

1,55,53.367 

72,78,564 

4»,76.tH» 

76,00,948 

Delhit .... 

66.88,853 

1.32.70.68t 

90,95.57» 

65,18,360 

A}i»er>Merwani 

32,e<»,7»S 

13, 50, 585 

[ 

Not 

available. 

Not 

avaiiablo. 


Government treasuries function as agencies for remit- 
tance by granting suj>|)ly bills and currency transfers on 
plac'es where there are no branches of the Imperial Bank of 
India. Supply >)ills are given in even hundreds of rupees, 
the minimum limit l)eing Rs. 1,000. For currency trans- 
fers the minimum amount is Rs. 5,000 and these are given 
in even thousands and are always telegraphic. The charges 
made for Iwth supply bills and currency transfers are 1 anna 
per cent, for amounts of Rs. 10,000 and over and 2 annas 
per cent, for amounts less than Rs. 10,000. In the cjise of 
currency transfers an additional charge of Rs. 3 or Rs. 2 
is made according as the transfer is to be ordered by express 
or ordinary telegram. 

The following table shows the amount of telegraphic 
transfers and supply bills issued and paid in 1928-29 by 
Government treasuries ; — 


Areafi 


Biixs. 

TBLfOaAYHlO TRAKSrtRS. 

Iiaaed. 

Paid, 

laaoed. 

Paid. 


Rs. 

Ra. 

Rs. 

Rs. 

North'WMii Frontaer Prov^ooe 

16^48433 


62,80/KM) 

IMJOOO 

Dtm 


30,460 

- 

56,000 

Aimer-Menram 

542.000 

400 

30,000 

5,08/100 


flfiUM AmOl f for 1ft post 

t « ta 
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Under its agreement with the Government of India, the 
Imperial Bank of India provides facilities to the public for 
the transfer of money between places where it has its bran- 
ches at rates not exceeding those laid down by the Controller 
of the Currency. We have no statistical information as to 
the amount of remittance effected through the agency of 
the Imperial Bank in the Centrally Administered Areas, 
but there is no doubt that it is considerable in all places 
where the Imperial Bank has opened branches. The rates 
of premium cnarged by the Bank on transfers are generally 
the same as those charged by the treasuries, but in the case 
of joint stock banks it allows concession rates. The bank 
until recently used to give the concession of free remittance 
up to Rs. 5,000 to its customers having accounts with it by 
cashing, free of charge, their cheques drawn on its branches 
at other places. This concession has been withdrawn 
recently. 

Joint stock banks provide remittance facilities by selling 
drafts on their branches, clearing cheques for their custom- 
ers, and by collecting hvndis with railway receipts from 
consignees of grKids on behalf of consignors. I'hey are 
the biggest purchasers of darshani hundis endorsed by the 
indigenous bankers, and avail themselves more than an\ 
other class of customers of the fjicilities for remittance offer- 
ed by the Imperial Bank. The exact amount of remittance 
work done by these banks cannot be ascertained ; but there 
is reason to believe that it is growing in volume, particularly 
in Delhi. 

The indigenous bankers also play an important part in 
the internal remittance through their well-known system of 
darshani hundis. The usual procedure is that a merchant, 
despatching goods to an inland trade centre or to a port 
town, or a merchant at the port town who has sent goods to 
an inland centre draws a hitndi, after railing the goods and 
sells it, with or without the railway receipt, to a bankei 
who sends it to destination for collection. The rates of 
discount depend upon the demand and supply of such bills 
on ainy particular centre. This is a cheap and convenient 
form of remittance not only between places having frequent 
business relations with each other, but also between other 
places, as hundis on big towns like Karachi, Bombay, Cal- 
cutta or Amritsar are generally in demand everywhere and 
are accepted freely in settlement of transactions between 
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iulaud towns. We shall have occasion to refer to further 
details regarding this hundi business in our chapter on 
Indigenous Banking. 

We feel that the existing agencies for remittance could 
be more fully utilised if their activities were properly co- 
ordinated and the main deficiencies in the general banking 
organization of the country remedied. A nation-wide 
mobility of funds is, in our opinion, most vital in this 
countr\% in view of the fact that its chief industries are 
associated with the exploitation of natural resources, its 
financing season in one industry is often the repaying season 
in some other, and the seasonal demand for financing in 
various province's d(x?s not exactly coincide. Owing to 
marked <lifferences in the banking development l^elween the 
develo{)ed and undeveloy)ed yirovinees as also l)etween the 
rural and urban areas in each province, the necessary eco- 
nomy in moving funds cannot, however, l)e secured unless 

(a) there is a rapid development of the branch system 
or of the agency system under the control of a head office of 
a parent or affiliating joint stock bank, 

{h) the indigenous bankers are intimately linked with 
the Imperial Bank, with its wide-spread branches and faci- 
lities for remittance through the currency chest, 

(c) the post office banks are utilised to the utmost extent 
for remittance work and linked with the system of indigen- 
ous banking and financing in the mofussil, and 

{d) the institutions for financing agriculture are more 
closely connected with the Imperial Bank and joint stock 
banks in the matter of short term loans to agricultural 
industry. On all th^ points our recommendations will be 
found elsewhere. We have mentioned them here only with 
a view to bring out their intimate bearing on the problem of 
increasing remittance facilities. 
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CHAPTER XVII; 

Industrial and Miscellaneous Credit 

AND 

Investment Habit in Urban Areas. 

155. In describing the system of financing internal 
trade we have described the general credit conditions as 

they affect merchants and dealers in 
ntro octory. towns. It now remains for us to 

notic-e credit facilities and conditions of credit for 
industrialists, small traders, members of the middle class^ 
lalMJurers and artisans in the cities. Of the three pro- 
vinces with which we have to deal, Delhi is in this connec- 
tion the most important as it has the largest proportion of 
urban population. 

15fi. The table below shows the number of large indus- 
trial establishments during the year 1927 employing more 
Large indastrial estab- than 20 pcrsons daily, and the average 
jishmenu. numlier of y>ersons employed. 


Cotton spinning, weaving and other 
textile lactortea. 

Cotton ginning and baling 
Ooaeli bntldhig awl motor car repairing 
Electrical engineering and generating 
and trasslannliig atatlkma. 

Qeneral Sngtneeiing workshops 
Tramway works .... 
Poondrlee .... 

BisoiUt iaet<H7 .... 

Floor mills 

Tee and aerated water factories . 
Water poraplitg station 
Oaa works 

on milla 

Soap factory 

Prtntbig, book bindli^ etc. 
Oovemment Hooae Workatvop . 
Oaia^t, lime and potteries 
Stoiie^4resaing .... 
Ordnanoa factories .... 
OoM and silver thread factory . 



We have no means of ascertaining the amount of capital 
invested in these concerns. Eight out of the 12 oonoems 
in the North-West Frontier Province and 8 out of the 45 
establishments in the Delhi Province are owned by Govern- 
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luent, and the 4 Engineering workshops in Ajmer belong 
to the Bombay, Bar^a and Central India Railway Com- 
pany. Most of the other industrial establishments are 
owned by private capitalists and a few are joint stock 
concerns. 

157. Among the Delhi industries, the cotton mill indus- 
try occupies the first position. Its other large scale indus- 
tries are iron industry, gold and silver 
in^DwSi.*^* indu»tn«8 industry, leather and tanning, 

bisaiits, flour mills, .soap, potteries and 
cap-making industries. The rest of the industries are all 
small scale industries. The requirements of large scale 
industries are met almost entirely by advances from the 
managing agents or the owners themselves; while in the 
case of small industries it is either the merdiant who orders 
the g(xxis, or the indigenous banker or the money-lender 
who give financial assistance. The temjKirary requirements 
in the busy season of both cotton and iron industries are 
considerable and are met eitlier by advances from the 
rnanagiug agents or by lorrowings from the public. 
Though the Imperial Bank is generally prepared to make 
loans to industrialists on fwssession of stock, its rate of 
interest in the busy season when the cotton industry 
requires accommodation is 1 [>er cent, above the bank rate 
which goes up to 7 or even 8 per cent, in the busy season. 
There are a number of other factories in Delhi, for 
instance, the manufacture of brass vessels, silver ware, 
tin-buttons, real and imitation laoes, cotton thread-balls, 
gold and silver embroideries, coloured pencils, etc.; but 
there is no particular organisation for financing these 
manufactures. Private arrangements niade by the owners 
with the capitalists in the city are generally found inade 
quate and too costly in these days of severe competition 
in industries, while the co-operative movement has as yet 
made no attempt to cater to the needs of the small indus- 
trialists. 

158. The Province of Ajmer-Merwara has no large 
scale industeial establishments except the cotton mills and 

wool clearing factories in the town of 
Beawar. These are adequately financ- 
ed by the managii^ agents and the 
indigenous bankers in Beawar. In adaition to these, there 
are small local industries such as kashida, machine work 
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4i^eing and calico printing works, iron and trunk manufac- 
turing works, tobacco and snuff manufacturing establish- 
ments, hiri making, lace manufacturing and brass works, 
whose hnancial requirements are at present met almost 
wholly by the owners. 

159. In the North-West Frontier Province there is prac- 
tically no large scale industry, except cotton ginning, which 

is financed wholly by the owners. 
the'^if*w.**F.'”provuice" There are, however, a number of small 

industries in various towns, for exam- 
ple, lungi making, tanning and shoe-making, iron and 
copper works, weaving, and brick laying. These are- 
financed partly by the owners and partly by the sahukars. 

160. Most of the urban industries in these three Areas 
are suffering more from lack of organisation than lack 

of finance ; but there is no doubt that a 
*^*^*^*" *" stimulus would be given to better 
organisation if the crippling influence 
of the present system of financing could be removed. We 
are, therefore, of opinion that the local Governments should 
extend to these Areas the benefits of the Madras State Aid 
to Industries Act with the addition of the provision in the 
Central Provinces Act for grant, free of charge, or on 
favourable terms, of the services of Government officials 
and experts for starting or offering advice in connection; 
with these industries. So far as the seasonal requirements 
of the cotton mill industry in Delhi are concerned, the only 
remedy seems to be to induce the Imperial Bank to make its- 
terms for seasonal advances more reasonable. 

161. Within the time at our disposal it was not possible* 
for us to make any extensive enquiries regarding the extent 

and effect of indebtedness of the various 
popauu^— Delhi! classcs of the urban population outside-^ 

the category of merchants or the 
general conditions of borrowing by the poorer classes in 
urban areas. But the evidence relating to the city of 
Delhi leaves no doubt in our mind that the condition of 
some of the poorer classes of the urban communities in 
Delhi is even worse than that of the agriculturist in the- 
rural areas. An enquiry conducted in Mohalla Imli, 
Bazar Sita Ram in the city of Delhi, shows that of 200 
families oi khatiks residing there, 95 per cent, are in 
debt. Each one of the 100 families of chamars and 200* 
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Camilies of kahars and kumhars living in the same locality 
is also in debt. The average debt per family is Rs. 200 
per annum, while the average income ranees between 8 
ani^ and Rs. 2 per day. We have no reliable estimate 
of indebtedness of any otlier class of the urban tommunity, 
but we have the general information that grass-cutters, 
masons, carpenters, thelawalas, shoe-makers and workers 
in the cottage industries are generally heavily in debt. 
"Quite a large number of these poor men in the urban area 
seem to be more heavily involved than the indebted agri- 
‘culturists, for while the latter’s assets in most cases largely 
•exceed his debt, the former has practically no assets 
■except a few utensils and silver ornaments in the family. 

The credit agencies catering to the needs of these com- 
munities are mahajans and dealers in r<ihti loans in the 
case of khatiks: Kabulis and dealers in rahti loans in the 
case of chamars; grass-contractors or shoj)-keepers in the 
CJise of grass-cutters; big contractors in the case of 
thelawalas; and the ordinary banias dealing in provi- 
sions and grocery in the case of kahars, mill-hands, 
masons and carpenters. 

We have definite evidence that the stipulahid rates of 
interest for these classes are simietimes very high. The 
ordinary rate at wliicli khatiks, kahars and kumhars 
borrow is 37^ per cant, per annum, while sometimes the 
stipulated rate of interest goes up to three pies or four 
pies per rupee per mensem. The chamars have to l>orrow 
aither from the Kabulis at the rate of 2 to 3 annas per 
rupee per month, or under the rahti system, which means 
in effect interest at the rate of 37^ per cent, per annum« 
The grass-cutters have to pay interest at the rate of ftO per 
cent, per annum in addition to 3 per cent, extra charges 
on the amount borrowed. Owing to want of time we 
have not been able to investigate fully how much of the 
amount stipulated to be paid as interest is actually realised 
hy the lenders, but the files of a few cases decided in the 
law courts have been examined by us and they tend to 
show a wide difference between the stipulated rates of 
interest and those av tually realised by most of the creditors. 
The general tehor of the evidence given before us, however, 
raises a strong pr^umption that in the case of loans on 
the rahti system and those advanced by transborder money- 
lenders, these rates of interest are actually realised. 



These lower classes borrow for various purposes. Some 
of the khatiks borrow to meet the temporary requirementa 
of their busiuess and repay the amount as soon as they 
are in a position to do so; but some of them borrow also 
for marriages, death ceremonies, etc., and such loans 
remain unpaid for a long time as their earnings are barely 
sufficient to meet their ordinary expenses. The chamars 
borrow mostly because of their improvident habits. The 
kahars and kumhars have not to borrow for their every 
day requirements; they go in for loans mostly for special 
purposes, such as marriage and death ceremonies, etc. It 
is not possible to solve the problem of indebtedness of 
these (’lasses except by means of a system of ciontrolled 
credit, which will not only limit their borrowing for un- 
productive purposes but also induce them to borrow for 
purposes wnich will increase their income substantially 
al)ove the present level. 

162. Apart from these pcxjrer classes, the small trader 
in towns and members of the educated middle class find 


at present considerable difficulty in 
urban'^areas Securing crc^dit on reasonable terms. 

Neither the joint stock bank nor the 
indigenous shroff cares very much for the small trader 
who has to depend for finance either on the artia or urban 
money-lender. The educated middle class people, parti- 


cularly the clerks in Government and Municipal services, 
borrow mostly for purchase of houses, marriages in the 
family and education of children. The more substantial 
among them might have jewellery as w'ell as house pro- 
perty. which could be offeied as vSecurity for loans; but 
joint stock banks as well as the bigger indigenous shroffs 
generally fight shy of such business. Some of them pledge 
their insurance policies and get advances from insurance 
companies or borrow' from their Provident Fund, but quite 
a large number of them have no such resources, and having 
sold their house property or other valuables are drifting 
into a position that might at any time compel them to have 
recourse to credit agencies like the Kabuli money-lender. 
In fact, evidence has been tendered before us to the effect 


that some of the clerks in the service of the Gkivemment 


of India are actually paying rates of interest varying 
between 37| to 300 per c«nt. The general rate that other 
persons’ earning incomes below Rs. 100 a month have U> 
pay to urban money-lenders in Delhi, however, ranges 
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between 12 to 24 per cent., 18 per cent, being the most 
oommon rate. 


163. In Peshawar, tlie rates of interest are more reason- 
able. The small traders pay interest at between 12 and 

15 per cent, but the labourers pay 
much higher rates ranging from 20 to 
24 per cent. In Ajmer the rate of 
interest generally chai;ged to the labourers ranges from 
12 to 24 per cent., but our attention has l)een drawn to 
several cases in which the labourers in the railway work- 
shops in Ajmer, and in the mills in Ajmer and ilea war, 
have had to pay interest from 2 pies to one anna p<u' rupee 
per month. 

These facts only serve to emphasise what we have said, 
in our Chapter on Co-operative Movement, regarding the 
desirability of extending nmre widely its l>encfits to the 
urban |)opulation, particularly in Delhi. We feel that 
there is an urgent need for intensive propaganda in favour 
of the co-operative credit movement among the urban com- 
munity in I'ielhi particularly the following classes ; — 


(a) Clerks in the Government of India Secretariat 

getting salarie^s below Rs. 200. 

(b) Grass-cutters. 

(c) Masons. 

{d) Thelawalas. 

(e) Shot;-makers. 

(/) Khutiks. 

(</) Small traders. 


We therefore recommend that the co-operative staff 
in the urban areas of Delhi should lie increased and an 
experienced officer of standing should be deputed to do 
propaganda and to organise work in the city of Delhi. 

164. Much as we like to see a rapid extension of the 
co-operative movement in the urban areas, we do not 
,, , , , consider it possible to do so without 

«» sacrificing the efficiency of the move- 
ment. Other remedies should, therefore, be tried side by 
aide. We have already sug^jested the regulation of the 
activities of the Kabuli or transborder money-lender. And* 
we strongly favour the creation of a class of licensed 
mcoiey-knaers for urban areas (in addition to licensed 
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shroffs) similar to licensed village money-lenders on some 
such conditions as the following : — 

(i) Every licensed money-lender shall be a member of 

an association of licensed money-lenders and 
shall conduct his business in accordance with 
the rules drawn up by this association from 
time to time and approved by the Licensing 
Board for shroffs. 

(ii) He shall keep accounts in the form prescribed 

by the licensing authority and have them 
audited at intervals of not more than 2 years 
by a qualified auditor or a person on the 
approved list .sanctioned by the licensing 
authority, and shall, on demand by the 
borrower, furnish him with a statement of 
accounts from the date of the last statement, 
r not oftener than once in six months, 

or 

agree to make payments to all his debtors 
through the post office, or a joint stock bank, 
or a co-operative central bank or a licensed 
indigenous shroff notified by the Licensing 
Board from time to time and receive all pay- 
ments from his debtors through the same 
agency. 

(in) He shall be entitled to a special summary proce- 
dure for deciding suits in which he is a plain- 
tiff, so long as he is a member of the association 
of licensed money-lenders. 

(/r) He shall lie entitled to be awarded by the law 
courts the stipulated rate of interest from the 
date of the transaction to the date of the actual 
realisation of his dues, subject to the condition r 

(a) that the court shall declare the decree as satis- 

fied in full when the licensed money-lender 
has actually realised his principal and' 
interest at 12 per cent, per annum on mort- 
gage debt and 18 per cent, per annum on un- 
secured debt from the date of the trans- 
action^ proyided the stipulated rate of 
interest exceeds the forgoing rates. 

(b) that no evidence of payment by the judgment 

debtor after the decree shall be admissible in 



execution proceedings against the licensed 
money-lender, except when paj'^ment is made 
through the court or on a receipt signed by 
the creditor and filed in court within the 
period of limitation, or through the post 
office on a special form for payment of 
decretal amount drawn up so as to show the 
minimum necessary particulars, or by cheque 
on a registered bank, or through the vakil of 
the party to whom payment is made. 

(r) All debts of the licensed money-lender shall have 
priority in the matter of payment to any subse- 
quent loans from other creditors, whether on 
mortgage security or otherwise. 

165. Special credit facilities seem to l)e required also 
for the solution of some of the most urgent problems in 

Special creda facililic. citv of Delhi, riz., the. problem of 
for urgent problems m congestion and that of its milk supply. 

I'here appears to be ixmsiderable scope 
for (X)-operative housing stxneties in Delhi and we commend 
to the notice of the Local Governments and the Government 
of India the view taken by the Madras Government that 
financial help from Government to housing .stn ieties in the 
shape of loans is not only essential but also proper as 
representing a legitimate contribution by Government to- 
wards the solution of the housing problem and the relief 
of congestion in towns. We are also of of>inion that co- 
operative milk purchasing societies in the city linked to 
co-operative sale societies in the rural areas will lie a valu- 
able contribution of the Co-operative Department to the 
solution of the milk problem in the city of Delhi, and tliat 
a small initial capital required for co-operative sales socie- 
ties should be provided by loans from the local Govern- 
ment on the same terms as takati loans. 


166. Our recommendations for extension and regula- 
tion of credit agencies will be futile unless those who are 

in a position to save learn to invest 
iiwtitution* for inwst- gavings in ways that will increase 

ments in urban area*. , i ” i i • c i 

the supply of banking funds, lor 
this we need both propaganda among the public and effi- 
ciency in our banking and investment institutions. At 
present the organised institutions for investment in ur^ir 
areas are, the post office, co-operative credit societies. 
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insurance companies, joint stock banks, the Imperial Bank 
of India and Government. 

The urban clientele of the poet office savings banks 
consists mostly of literate classes specially employees of 
Government and ImcsiI Bodies and professional classes, etc. 
The following table shows the deposits and withdrawals 
in the case of the post office savings bank and cash certifi- 
cates during 1028-29 ; — 


Areaii. • 

Savings Banks. 

Cash Certificatks. 

Deposits. 

Withdrawals. 

Purchaaes, 

Repayments. 


Rs. 

Ra. 

Rs. 

Re. 

N.-W. F. P. (Urban) . 

37,.'H.420 

33,44.470 

4,69,626 

3,04,373 

Delhi (Urban) 

29, (H, 678 

25,68,011 

5,45,309 

10,34,903 

Ajmer-Merwara (t.«., Ajmer, 
Naairabad and Beawar towni). 

7,49,843 

6,09,920 

3,66,881 

2,10,561 


It has been brought to our notice that labourers, shop- 
keepers. etc., in urban areas are unable to take full advan- 
tage of the facilities afforded by post office savings banks 
as they cannot leave their places of work during their 
ordinary working hours. To meet the convenience of these 
classes we have suggested elsewhere that a limited number 
of j)ost offices in the city areas should be kept open till 8 
o’clock in the evening for savings bank business only. 

Co-operative banks, by reason of their association with 
(jovernment and the high rates of interest sometimes offered 
by them, attract substantial urban deposits. At the end 
of 1928-29 the Ajmer Central Co-operative Bank had 
deposits amounting to Rs. 14-81 lakhs. On current accounts 
its rate of interest was 2 per cent, and on fixed deposits 3^ 
per cent, to shareholders of the bank and 3 per cent, to 
others. During the same year deposits in ti^ Delhi 
Central Co-operative Bank were Rs. 11-21 lakhs. This 
bank allows interest at 4 per cent, on savings bank accounts 
and between 4 per cent, to 5^ per cent, on fixed deposits 
according to the period of deposits, and does not pay 
interest on current accounts. Even in the North-West 

*A]1 heads and sub-post offices and branch offices in the oi^es of Pelhi, 
Ajmer and Peehawer (including cantonment) have been treated ae urban. 












m 

Frontier Province, where the movement may lie said to be in 
its inf^cy yet, the deposits in the Hazara Central C’o- 
operative Bank are growing in volume. This hank pays 
interest at pier cent, and over on fixed deposits varying 
with the period of the deposit. It pays slightly lower rates 
on the fixed deposits of non-members. Its rate of interest on 
savings bank accounts is 4:^ per c;ent., but the total amount 
outstanding in these accounts at the end of T92H was only 
Rs. 412. 

In addition to the co-operative central banks, dejiosits 
are received by primarj' co-operative societies. The non- 
agricultural credit societies had Rs. 2 56 lakhs in deposits 
in Ajmer-Merw'ara and Rs. SB Inklis in Delhi at the end 
of 1^-29. 

The above figures show that in urban areas the co- 
operative movement attracts appreciable deposits and adds 
to the number of institutions in which the urban piopula- 
tion can inve.st their savings. 

Insurance is gaining in popularity among the educated 
classes especially those having fixed monthly incomes. As 
a provision for old age or for the family after death, 
secured by periodical payments fixed awording to the 
means of the insured, it offers great advantages to men of 
limited means. Its value as a means of obtaining credit 
is also considerable, as insurance companies, and .some- 
times bankers also, advance money on the security of 
insurance policies. We have no means of estimating the 
extent of this form of investment, but our general impres- 
sion is that Avhile it is fairly popular among the educated 
classes it may be said to be almost unknown to the general 
mass of the urban population. 

We have not been able to get statistics of bank deposits 
with the banks operating in these provinces, except the 
Imperial Bank and one branch of an Indian joint stcxjk 
bank. But even the available data show that these 
deposits are considerable, particularly in Delhi, and are 
nowhere fully utilised in local investments. We shall have 
occasion to refer t*.* this matter in a later chapter. 

Government securities are favoured by certain -classes 
of investors by reason of their easy convertibility into cash 
and th« readiness with which credit can be c^tained against 
them frcan all lending agenci^, including the Imperial 
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Bank of India, and also because their yield compares 
favourably with the yield of other forms of safe inrest- 
ment. Facility for the purchase and sale of Government 
securities are provided by the Imperial Bank of India, the 
joint stock banks and the post office, the banks charging a 
small commission for their services. The post office does 
this business free of charges on behalf of depositors in its 
savings banks. The Imperial Bank of India gives special 
facilities to subscribers to new issues of Government loans 
by advancing a large proportion of the purchase price. 
Interest is charged on such advances at a rate slightly 
above the rate of interest on the loan. The amount 
advanced is repayable in monthly instalments within a 
j')eri(xl generally not exceeding tw'o years. These facilities 
are availed of mostly by persons with fixed incomes. 
The total volume of investment in Government securities 
in Delhi can easily be judged from the following figures 
supplied by the Income-tax Department ; — 


Year. 


1918 - 19 

1919 - 20 

1920 - 21 

1921 - 22 

1922 - 23 

1923 - 24 

1924 - 25 
1926-26 

1926 - 27 

1927 - 28 

1928 - 29 


Interest on Government 
securities (assessed 
by the Treasury 
Officer). 

Rs. 

66,936 

58,336 

44,824 

77,280 

82,376 

1 , 18,560 

78,490 

75,328 

1 , 16,063 

3 , 36,224 

6 , 48,234 


Similar figures for the other two provinces are not 
«,vailable. 


There are no stocks and share markets in thesg Areas 
and the dealings in the shares of the few local joint stock 
companies appear to be carried on by private n^otiation. 
Investors in the stocks and shares of joint stock concerns 
in other provinces are supplied with information regard- 
ing the prevailing market prices by newspapers; and pur- 
■chases and sales are effected through local baiiks. We nave 
mot been able to olitain any statistical information as to 
the amounts invested in this form in the three provinces. 
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There is no investment trust in these areas and there 
•does not app>ear to us to be si^cient scope for one; but 
-an investment trust established in big cities, like Bombay 
.^d Calcutta, under the adequate safeguards against fraud, 
is likely to stimulate the investment habit among those wlio 
are at present investing their savings in either land or 
Government securities for no other reason except their 
inability to judge the value of different forms of investment, 
particularly Mohamedans who have objet'tions to accept 
ance of interest but not against receiving profits. The field 
s^ms to be a promising one in Ajmer where the Co-opera- 
tive Central Bank gets a substantia] margin of profit by 
attracting urban deposits at a low rate and investing a 
large percentage of them in Government se^nirities. In the 
absence of a big Investment Trust operating over a wide 
area, the Co-o)>erative Department will l>e well advised to 
institute a Co-operative Investment Trust for the Icneftt of 
this class of investors rather than allow the Co-o])erative 
Central Bank in Ajmer to profiteer at their expense by 
attracting funds which are not required for financing cev- 
-operative societies in Ajmer-Merwara. 

167. We are indebted to the National Savings Com- 
mittee, London, for their circular on the national savings 

movement in England, copies of which 
were -supplied to us by the Indian 
Central Banking Enquiry Committee. 
We are of opinion that there is a promising field for such 
a savings movement, especially in the urban areas and we 
suggest that the Co-operative Department and the 
Economic Development Board, which we suggest elsewhere, 
«hould attempt to initiate schemes on the lines which are 
explained in the following extract from this circular : — 

Scheme 2. 

Under this Scheme weekly subscriptions are collected 
from members and invested in National Savings Certifi- 
cates, a stock of which is thus accumulated. When a 
memter’s subscriptions amount to 16^. he receives a certifi- 
cate from this stock and thus obtains the benefit of a pre- 
dated certificate. 

Each member is supplied with a subscription book in 
which his payments are recorded and a detailed recxjrd of 

maKcoH. ^ 



the transactions of each member is kept by the Honorary 
Secretary in the register provideil for the purpose. 

The National Savings Committee re<juires an audited 
statement of the accounts of the association to be furnish- 
ed annually. 

Scheme 5. 

Under this Scheme the A.s.sociation is supplied on credit 
with six penny coupons (Swastika designs) up to a fixed 
amount which is known as the Association’s standing 
imprest. The coupons are sold to members who affix them 
to the special cards supplied for the purpose. Each week 
the proceeds are invested in Savings Certificates, a stock 
of which is thus accumulated. When a member’s card 
bears 32 coupons it is exchanged for a certificate from this 
stock, and he thus obtains the lenefit of a pre dated 
certificate. 

The Honorary Secretary is required to balance his 
coupon account each week and to keep a Certificate Regis- 
ter but no detailed register ol' subscriptions is required. 

The .National Committee accepts a yearly inspection 
of the accounts of the asscx-iatinn in place of Audit. 

Scheme 6. 

This scheme is designed only for Associations conducted 
by, or on behalf of, the employees of a firm or company. 
Complete freedom in regard to the method of collection of 
subscriptions, account keeping and audit is allowed, pro- 
vided tliat the firm or company undertakes responsibility 
for seeing that the financial interests of the members are 
adequately safeguarded. No audited statement of account 
is required to be furnished to the National Savings 
Committee. 

Scheme 7. 

Under this Scheme a six penny savings stamp 
(Britannia Head design) is given in exchange for each 
subscription of fid. The stamps are affixed to a Savings 
Card which, when completed with 32 stamps is exchange 
by the Honorary Secretary of the Association for a Savings 
Certificate at any Money Order Post Office. The keepii^ 
of records is reduced to a minimum and no audit is 
required. 



Savings stamps ra^n be bought at any Money Order 
Post Office, but, if desired, arrangements be made for 
the issue of a credit stock of these stamps under guarantee. 
Such a credit stock is subject P) ins{XH;tioo an lx?half of 
the National Savings C'ommittee. 

The advantage of pre-dated Certificates is secured by 
a system of date-labels, which are issued only to Honorary 
Secretaries. The date-lalK*ls ret|aired for pre dating a 
single Certificate are date staTnpod at the Post Office 
whenever 32 savings stamps (value Ifi.v) are bought by an 
association. When a member obtains a Savings Certifi- 
cate fi-om the As.s(K‘iat ion in exchange for his ct)iMpleted 
card, a dafe-lalxd is affixed to the Certificate, which then 
dates from the date lK>rne bv the (laU’-lalnd instead of 
fn)in the date on which tiie certificate w’as iKiught at the 
Post Office. 

Schema 9. 

Under this Scheme each meml)er undertakes to save 
a fixed sum weekly for investment in Savings Certificates 
in order t(^ accumulate an agreed total, which will he 
reached in just under 15 years. The (Muplover for his 
part undertakes that, in the event of the member’s death 
while in his service at any time during that period he will 
make up the memlier’s savings to that agriM'd total, which 
will be j>aid to the deceased meml*er’s legal personal repre- 
sentative or next of kin. 

The employer can cover his liability by insurance at 
very small co.st. A numl»er of 1 insurance Coinjianies are 
prepared to issue policies in connection with this Scheme. 

Members' wet'kly subwriptions collected from memliers 
are invested in National Savings Certificates which are 
allotted to memliers as they complete payment for them. 
The actual certificates, however, are held by the Money 
Order Department of the General Post Office in the name 
of the Association until their issue or repayment is 
required. 

The affairs of the Association are conducted by a com- 
mittee of management representing the employer and the 
employees. 

Scheme 10. 

tinder this scheme, which is limited to employees whose 
pay does not exceed £300 per annum or £6 a week, a 

1-2 
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member undertakes to save r^ularly each week for invest- 
ment in National Savings Certificates. The employer 
undertakes to provide for the member one additionaF 
Saving Certificate every time the member himself com- 
pletes the purchase of a fixed number, the ratio being deter- 
mined by the employer — it may lie one additional Savings 
Certificate for every 4, 6, 8 or other number of 

Certificates purchased by the member through the Asso- 
ciation. Additional Certificates ])resented by the employer 
do not iHJCome the member’s own property until he has 
completed 5 years’ membership of the Association. 

The Savings Certificates purchased by or on behalf of 
members are allotted to members as they become entitled 
to them. The actual certificates, liowever, are held by tho 
Money Order Department of the General Post Office in the 
name of the Association until their issue or repayment is 
required. 

The affairs of the A.ssociation are conducted by a 

committee of management representing the employer and 
the employees. 



CHAPTER XVIII. 

Transborder Trade. 

168. The bulk of India's trade with its neighbouring 
countries on the North-West Frontier passes through 

I tmrf M Peshawar and the Khyber Pjiss. Part 

introductory. Peiwar Kotal into 

the Kurrura valley and thence to Kohat and a part through 
the Gonml Pass and Tochi Valley to Dera Ismail Khan 
and Rannu. The principal foreign inarket.s having deal- 
ings with I’eshawar are Kabul and Bokhara. Silk, 
carpetvS, .shawls, furs, fruits I>oth fre.sh and dry come 
from Kabul for export to other jiarts of India, and 
piece goods, cambrics, tea, sugar, spices are exported to 
Kabul and transborder countries. From Bokhara wane lat'O 
and gold and silver thread mainly for export to Kashmir, 
whenet' the return trade is principally in shawls. Goods 
fiom and to transliorder countries are transported mostly 
by caravans whicli come to. or leave, I'esbawar once a 
week in summer and twice a week in winter, but in recent 
years motor lorries are coming increasingly into vogue. 

169. The total value of irn|)orts from transborder coun- 
tries during 1924-25, the latest year for which figures are 

- _ . _ available, was 113 hikhs while exports 

mpo expo ». these countries amountetl to Hs, 222 

lakhs c.xcluding treasure. Of the total imports. Northern 
and Eastern Afghanistan contributed 51 lakhs, Dir, Swat 
and Bajaur 35 lakhs. Southern Waziristan 10 lakhs, the 
balance Iieing contributed by Northern Waziristan, Buner 
and Turis of Kurrarn. During the same year exports to 
Northern and Eastern Afghanistan amounted to 136 lakhs, 
to Dir. Swat and Bajaur Rs. .52 lakhs, to Turis of Kurrarn 
14 lakhs, and to Tirah 13 lakhs, the remaining going 
to Waziri.stan and Bunner. The following tables give 
further details regarding principal commodities imported 
and exported during 1924-25 : — 


OomiiiociitiM. 


iKTOim 


Ooniaffttope . 


QuAntity. 

Valofj in 

iAkhsof 

nifienA. 

Md«. 


23^ 

2m 


of cotmtHc^f contd* 
huiing tht krgtvr uKahmi. 


Hortliora «nd EMdmi 
A%iiiuRi«taii And Sottitam 
WnsirtotAiL 
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Commodities. 

Qnantity. 

Imtorts— 

Mds. 

Cotton raw 

6,000 

Fruits, vegetabiefi and nuts 

122,000 

Food grains 

187,000 

Hidf s find skins 

29.000 

Mats .... 

261,000 

Crhf-e .... 

33,000 

Timber .... 

2,984,000 

Wool, raw and manu- 
factured. 

ShawJs .... 

22,000 

Exports. 


Appart‘1 .... 

*• 

Cotton twist and yarn, 

11,000 

Europe>an 

Cotton (Indian) 

0,000 

Piece goods, Eurojxjan 

32,000 

Piece goods (Indian) 

19,000 

Indigo .... 

6,000 

Food Grains . 

109.000 

Lao .... 

5,000 

Leather manufactured 

•• 

Salt .... 

169,000 

i 

Spices .... 

9,000 

Sugar, raw and refined 

58.000 

Statiotiery 

•* 

Tea gr^n (Indian) . 

11,000 

Tea green (Foreign) . 

12,000 

Tea black (Foreign) . 

6,000 

Wool raw and piece goods 

6,000 


ValiM’ In 
Ukh« of 

nipepft. 

2*50 

2t»-78 

0-57 

K-69 

2- 73 

21 - 77 

U'48 

609 

7-24 

604 

22 - 61 

5- 76 
76-66 
24-33 

601 

4-84 

6- 18 

6- 34 

3- 60 
3-26 

7- 16 
6*63 
6-42 

16-80 

2-66 


Nameii of countrica contii 
buting the larger shaiea. 


Northern and Eaatem 

Afghanistan. 

Ditto. 

Dir, 8wat and Bajanr. 

Dir, Swat and Bajaur and 
Southern Waziristan, 

Nor/ hem and Eastern 

Afghanistan and Southern 
W aziristan. 

Dir, Swat and liajaur and 
Northern and Eastern 
Afghanistan. 

Southern Wariristan and 
Tirah. 

Northern and Eastern 

Afghanistan. 

Ditto. 


Northf-m and Eastern 

Afghanistan. 

Ditto and Dir. Swat and 
liajaur. 

Northern and Eastern 

Afghanistan. 

Northern and Eastern AighaniB- 
tan and Dir, Swat and l^jaur. 

Ditto. 

Northern and Eaatem 

Afghanistan. 

Southern Waziristan and Tirah. 

Northern and Eastern 

Afghanistan. 

Ditto. 

Dir, Swat and Bajaur. 

Northern and Eastdm 

Ai^hanistan and Dir, Swat 
and Ba)aar. 

Ditto. 

Northern and Eastom 

Afghanistan. 

Ditto. 

Ditto. 

Ditta 


4-78 


Ditto. 
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The imports of treasure consisted inostlv of silver 
Rs. 4,26,909 in 1922-23 and Rs. 82,530 in 1924-25. Thei-e 
were no exports of silver in 1922-23 and 1924-25 and no 
figures are available for 1923-24 either for imports and 
exports. 

170. Among the imports the most imporUint are the 
dry and fresh finiits of Kabul. Till laUdv the city of 

, Peshawar was the only mandi, or 

ry market, for this trade; but to a 

certain extent Thai has also now become a market for 
this wrnmmlitv. The dealers in dry fruits are {vartly 
Kabuli merchants or their agents, who cojue down to sell 
the goods persoualiy in Peshawar, ]>artly Peshawan tncr- 
cltauts and partly Punjabis who have settled down in 
Peshawar. I’ayment is general Iv made by means of cair- 
reiuy notes which are used again for the purj>ose of pur 
chasing goo<ls intended for export to KaVtul ; so that in effect 
the trade between Peshawar and Kabul is very largely 
based ftn a system of barter. (len(n*ally the dealer who pur- 
chases dry fniits from the Kalmli s<'llers acts al.so as his 
agent for puteha.sing gmtds for which there is a market in 
Kabul. Fruit brought from Kabul is sold by d/iartmift in 
the presence of Kabuli dealers or their agents who hritig 
it to the mn/idi in Pesliaw'ar, and when the market price is 
settled the dhanrais pay the entire amount in atlvanc'e to 
the selleis rodwering every week the amount due fr«>m tne 
Ux-al purchasers who are generally commission agents on 
l>ehalf of f'Miit dealers in I^mbay, Calcutta and other big 
towns in India. The ri.sk of trade is thus mostly with the 
dealers in Indian towns, on whose lx*half fruit is purchased 
in Peshawar. 

171 . There is a considerable trade in carj)et8 in the city 
of Peshawar. The car|>et8 are importeil Ixith from Kabul 

and Persia. The agents of the Kabuli 
**^***^ merchants who sell carjiets to local 

dealers in Peshawar receive payment mostly in cash but 
they also accept hundis at times. The agent of the foreign 
dealer in carpets purchases, with the proceeds of the sale, 
goods for exjxirt w Kabul; but it is quite a common thimr 
for hundis to pass between Kabul and Peshawar as a 
medium for payment. So far as trade in carpets with 
Persia is concerned, remittances are made either through 
bank drafts or hundis. 
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172. Fur is imported into Peshawar from Afghan 
Turkistan, mainly from the town of Mazar. Payment is 

Par trwie made for these furs through Kabul 

either by means of goods sent to Kabul 
or hundis on merchants in Kabul, mostly on Hindus and 
Peshawari merchants who carry on business there. The 
hundis are generally payable 5 to 10 days after sight. 
The furs are sold either in Peshawar or sent for sale to 
commission agents in I>ondon. The exchange banks fin- 
ance the export trade in fur an<l give advances on the 
security of the fur exported, to the extent of 75 per cent, 
of its market value. I’he Commission agent in I.ondon 
accef)ts the bill on behalf of the l’e.shavv^ar merchant in 
furs, and meets it on the due date, which is generally 90 
days after sight, out of the sale ol' furs. 

173. The whole system of transborder trade thus 
centres round the commission agent. He earns his commis- 

„ . . , sion at the rate of 1 per cent. In 

addition to this, he charges interest 
varying from 6 to 10 })er cent, per annum from the date 
on which the goods are despatched. As a rule a 
Mohammedan commission agent does not charge any 
interest but presses for cash payment for the goods 
supplied. All recover from their clients the expenses 
incurred in sending goods and it is generally believed that 
this leaves them a margin of 2 to 4 annas per cent, on the 
value of the goods supplied. The Ttiore substantial among 
them keep a large stock of goods likely to be required by 
their principles in Kabul. They are thus able to secure 
for themselves in addition to their commission charges, 
interest and the margin included in expenses of moving 
goods, and the difference between the cost price and the 
market price of the goods supplied to their clients. Their 
profits should thus be substantial ; but they complain 
that owing to the absence of facilities for recovery of 
debts in transborder territory, their position has of late 
deteriorated. 


Most of the firms in Peshawar trading with 
Afghanistan have branches in Kabul and other important 
„ , centres, and are financed partly by 

e wi g *ni8 . banks and partly by shroffs. The 

finance for the export of skins, hides and carpets is supplied 
mostly by the exchange and joint stock banks who pur- 



chase bills of exchan^ drawn by local firms on merchants 
in Europe and America. The Imperial Bank of India is 
precluded by the terms of its Act from transacting this 
class of business. 

175. There is an appreciable amount of business in 
exchange of coins in a numlier of places in the North-West 
Bosinaas in exchMg* Frontier Province, for example, 
Bannu, I>era Ismail Khan, Kobat, 
Thai, Parachinar and Pesliawar. In Peshawar alone 
there are 21 sliops dealing in this exchange business, and 
it is estimated that the business done on an average is- 
about Rs. 20,000 a day in the slack sea.son, while in the busy 
season it goes up sometimes to one lakh of rupees in a day. 
The Kabuli coin varies in value, the minimum l>eing 80 
and the maximum 48 Indian rujiees for 100 Kabuli rupee 
coins. Mushadi rupee varies in value between 41 and 55 
Indian rupees per 100 Mushadi rupet^s. The rate of 
exchange between the Indian rujKxj and the Mushadi and 
Kabuli coins changes every day, sometimes even 8 times 
during the course of a day. The currency notes of British 
India are freely accepted even in Kabul. This exchange 
business is entirely in the hands of Hindus. 



CHAPTER XIX. 


Existing Legislation and Legal Procedure and their 

BEARING ON CREDIT AND CREDIT FACILITIES. 

176. The agriculturists in all the three provinces with 
which we have to deal are protected by special legislation 

„ . on the lines of the Puniab Land Alie- 

and the North-West Frontier Province permanent alie- 
nation of agricultural land is not allowed without the 
sanction of the Collector unless the alienee is a member of 
the same tribe or of a tribe in the same group ; while in 
Ajmer-Merwara all permanent alienations of agricultural 
land require sanction of the district authorities. Mort- 
gage of land to non-agriculturists is permissible only if it 
provides for automatic redemption wdthin a period of 20 
years. Conditional sale in favour of non-agriculturists 
is not permissible and the sale of the agriculturi.sts’ land in 
execution of a decree, or order of any civil or revenue court, 
is prohibited. In Ajmer-Merwara, the protective customs, 
having the force of law in favour of the ifttinirardars are 
even more drastic, in accordance with which the debts of an 
istimrardar cease on his death and are not a charge on 
the estate of the deceased. None of these restrictions, 
however, apply to land lielonging to non-agricnltural 
classes- 

We have had considerable evidence for and against the 
fundamental principle on which these .special protective 
law's and regulations are based. The issues raised are 
not merely eamomic but |X)litical also ; but we feel that we 
are not concerned with the political objects of these Acts. 
On principle, some of us are opposed on economic grounds 
to the basic assumption underlying them that an agricul- 
turist is born and not made, and to the exclusion of 
mea with money, enterprise, and sometimes even scientific 
knowdedge from the premier industry of the country. We 
do not, however, propose to deal with even these wider 
economic issues, as we are not a Committee appointed to 
deal with rdl the economic effects of the Punjab Land 
Alienation Act. We wish to confine ourselves strictly to 
w'hat is germane to our enquiry, namely, the bearing of 
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these Acts and R^ulations on the credit of the agricul- 
turist, the extension of credit facilities for the l)enefit of 
the agriculturist, and the expropriation of the peasant 
proprietor. 

There is no doubt that this urotective legislation has 
affected adversely the credit of tnc agriculturist with the 
non-agriculturist lenders; but so far as this restricts bor- 
rowing for wasteful purposes, this was exaitly what the 
Punjab Land Alienation Act was inteucled to achie\e. 
Unfortunately, the agriculturist lender —frequently a 
mortgagee with possession — is, to an af^prtviable extent, 
replacing the non-agriculturist money-lender in the rural 
areas. The law affords the small peasant pn)prietor no 
prottK’tion against this new class of creditors; in fact, it 
gives to the agriculturist cixxlitor a privileged position and 
enables him to profit by the restricted market for the sale 
of land. His terms are in no way less onerous than those 
of the non-agriculturist money-lender. He can acquire 
land and is inclined to take possession of it at the earliest 
opportunity. It is, in fact, far more wxmomic for the 
agriculturist who Iwrrows money from an agriculturist 
creditor to sell a portion of his land outright than to con- 
tinue to pay the prevailing high rates of interest and part 
with the j:)oss<f88inn of land in favour of a party against, 
whom the Land Alienation Act affords him no protection. 
Some of the advoc;ates of protective legislation, wdio ap- 
peared in evidence before us, therefore, pressed for enlarg- 
ing the scope of these Acts so as to put a chwk on the 
agriculturist lender and prevent the expropriation of the 
small peasant proprietor. The figures relating to mort- 
gages with the agriculturists lend considerable support to 
this plea, but we are not inclined to be alarmists in view 
of the rising prices of land w'hich tend to enable the fieasant 
proprietor to redeem a larger area under old mortgages and 
to remortgfq^e a smaller area for a larger .sum. But there 
is another, and in our opinion a more weighty reas<m, 
in favour of putting a restriction on the powers of the 
more prosperous zntnindarst to purchase* more land I 
the less well-fcc do peasant proprietors. Wherievcr an 
agriculturist has any surplus, he invests it not in capital 
improvements on land or in intensive farming, but in 
purchasing, or in taking on mortgage with a view to pur- 
chasing eventually more land, which undei the existing 
economic conditions and methods of farming, sometimes 
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yields to an honest cultivator and proprietor much less than 
the interest rates offered by banks, particularly co-operative 
credit societies, or the net yield from Government securities. 
The protection of the small peasant proprietor against the 
bigger agriculturists who may be tempted to tj^e undue 
advantage of their privileged position under the Land 
Alienation Act to exploit the necessity of the smaller agri- 
culturist and to expropriate him will, therefore, tend to 
divert rural savings to more profitable investments, and by 
augmenting them mitigate the existing scarcity of banking 
funds in the rural areas, which is, in our opinion, one of 
the major causes of the high rates of interest which the 
poorer agriculturist is often obliged to pay. With a view to 
protect the small agriculturists or peasant proprietors and 
in order that the Land Alienation Act, or the Land Alie- 
nation Regulations, should operate to their full advantage, 
and at the same time divert the savings of the bigger land 
owners into more profitable channels of investments, we 
recommend that the agriculturists whose holdings fall short 
of the standard of an economic holding, to be determined 
with due regard to local conditions, should have power to 
alienate their holdings only in favour of those agricul- 
turists who own 50 acres of land or less, and that aliena- 
tions by such persons in favour of those agriculturists who 
own more than 50 acres of land should require the permis- 
sion of the Collector, which should in our opinion be purely 
formal in case it is found necessary for the owner of the 
uneconomic holding to sell his land and either the price 
offered by those owning less than 50 acres is not adequate 
or no purchaser from this class is forthcoming. 

While the members of the Committee are unanimous as 
to the objects in view, they are divided in opinion as to 
the details of this recommendation. Mr. Chablani would 
put the limit at 20 acres in the case of Ajmer-Merwara 
and Delhi on the ground that the limit of 50 acres would 
alT<md no real protection against the majority of the agri- 
culturist money-lenders in these provinces. Nawab Major 
Mohammad Akbar Khan strongly urges that in view of 
the peculiar tribal conditions existing in the North-West 
Frontier Province the scope of the restriction proposed in 
the above recommendation should be limited in the case of 
-his Province, to sales in favour of transborder buyers and 
members of tribes other than that to which the selling i^ri- 
culturist belongs, and that it should not apply to land 
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owners, big or small, who are members of the tribe to 
which the vendor belongs. The majority of the Com- 
mittee, including the Cnairman, Mr. Gray and Lala 
Kishen fully endorse the Hon’ble Nawab's point of 
view and are in favour of the modification he proposes for 
the North-West Frontier Province. 

We are aware that this additional protection by itself 
cannot solve the problem of the poorest class of peasant 
proprietors and may even aggravate the difficulties of some 
of them. No useful purpo.se is served by seeking to pre- 
vent the expropriation of those whose holdings are so un- 
economic that tliey cannot jK)ssibly make a living out of it. 
Any further restriction of the market for tlie sale of land 
might in certain cases close the only dtxir of escape from 
their present unec'onornic ways of living. The l>and Aliena- 
tion Act contemplates permission Iwing given by the Col- 
lector at his discretion in certain cascis. That discretion- 
ary authority is meant to be exercised judiciously and not 
held in al^yanee for ever. The Land Alienation Act and 
the rules under it are intended to promote the economic 
welfare of the peasant proprietor and not to make his 
economic position worse. Expropriation of the small 
fiea.sant jiroprietor is not an evil under all conditions; and, 
if in any particular case ample guarantees are forthcom- 
ing that the proceeds of the sale of his land in a free 
market will be invested in ways that would increase his 
income and betU‘r his lot. there is no economic justification 
w'hatever for throwing obstacles in his way and compelling 
liim to accept a lower piice from an agriculturist. We 
are fully conscious of the fact that this policy wotild throw 
great responsibility on the Collwtor of the district, but this 
does not api>ear to us to be a valid argument against such 
a change in the existing practice. The legal responsibility 
on the Collector is already there in the Act. and no protec- 
tive legislation or any ameliorative mea.sure for the benefit 
of the agriculturist can possibly operate successfully 
without wise exercise of the discretion vested in re- 
sponsible officers. We, therefore, suggest that in AJraer- 
Merwara and Delhi the discretion vested in the executive 
authority, under the I.and Alienation Act or Regtdations, 
to give permission to agriculturists to sell their land 
should be more exercised, subject to the right of pre- 

emption in favour of members of ^ricultural tribes who 
ccultivate the land themselves, provided the applicant cam 



get a price which is not less than 20 times the annual net 
return from the land, and provided that after discharg- 
mg his debts he agrees to invest for at least ten years the 
proceeds of the sale in securities approved hy the Collector. 
We are not in favour of extending the operation of this 
suggestion to the North-West Frontier Province as we 
feel that it would not suit the peculiar conditions pre- 
vailing in the rural areas of that Province. 

We have already given in a previous chapter some 
statistics which tend to show that the bulk of the agricul- 
turists’ borrowings are for productive and necessary pur- 
poses. Restrictive legislation can improve the posi- 
tion only so far as it reduces borrowings for wasteful and 
undesirable purpose. But it will make the rates of 
interest more onerous than before, unless side by side with 
this restrictive legislation, ample credit facilities are pro- 
vided for borrowing at reasonable rates for productive and 
necessary purposes. The agencies that we have recom- 
mended for this purpose are the licensed mahajans, co- 
operative credit societies and land mortgage banks ; but the 
efforts at cheap credit for productive and necessary 
purposes are btiund to fail, unless the security of the bor- 
rower substantially improves. Whatever reasons may 
exist for protecting the agriculturist against the private 
money-lender — agriculturist and non-agriculturist — we see 
no reason why the security offered by him should be lowered 
for creditors, like co-operative credit societies and land 
mortgage banks, which are created specially for the pur- 
pose of helping the agriculturist in every possible way. We 
are, therefore, of opinion that subject to the safeguards 
we have recommended elsewhere, these institutions should 
be classed as agriculturists for the purposes of the Land 
Alienation Act and that the same restrictions as are im- 
posed upon the agriculturists in respect of the parties ta 
whom they can sell their land, should be imposed also on 
these co-operative credit societies and land mortgage 
banks. Our colleague, Kanwar Motilal, wishes to extend 
this privilege to licensed money-lenders and licensed indi- 
^nous bankers also. Similar considerations suggest^ 
in our opinion, the desirability of relaxing section 29 of 
the Land and J^venue Regulations, No. 2 ot 1877, in foroe- 
in Ajmer-Merwara when the istimrardar’ s creditor is a 
co-operative credit society or a land-mortgage a 

licensed indigeimus banker, or an Indian joint sto^ bank> 
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177. The Civil Justice Committee invited attention to 
the fact that when holdings are imn-transferable, “ In- 

Solvency Law is apt to be a 
means whoreby agriculturists can 
evade the payment of just debts notwithstanding their 
ability to pay ” and stated in the concluding sentence of 
paragraph 23, Chapter XIV, of their report : “ We think 
that the Insolvency Law required special adaptation to 
circumstances of the kind above descrilied; this has never 
been attempted We endorse these remarks and are of 
opinion that time has conm when such an attempt should 
be made in the interests of the development of banking 
and credit facilities in these provinces Credit depends 
essentially on sound s<vurity, and g(X>d security makes it 
possible to lower rates of interest The main asset of the 
agriculturists is their land ; and as has l>eon pointed out in 
the previous chapter very few of the proprietors of land are 
insolvent, judged by the value of their total assets includ- 
ing land. Intensive enquiries show that a large nurabei 
of even heavily indebted owners of land have got assets 
worth more than twice or much more than twice 'their 
debts; and it is not fair to such agriculturists, who desire 
above all cheap credit, that tlieir credit in the market 
slauild l)e lowered and the rates of interest raised by the 
inclusion of insurance against risk. Nor is it fair to their 
creditors, who lend them amounts far below the value of 
their total as.set«, that there should he any doubt that their 
main security will l)e available for the discharge of their 
legal liabilities in case of any mishaj). Our re<"omrnenda- 
tions for increa.se of banking facilities for the landed class 
would prove infructuous if these doubts are not removed 
at an eurly date- Wh\’ therefore, suggest that lands be- 
longing to insolvent agriculturists should be declared to 
vest in the official receiver who may dispose of them to 
qther agriculturists to whom the insolvent himself could 
have sold the land under the Land Alienation Act or Regu- 
lations. 


178. There is a general complaint, supported by reli- 
able evidence, that the present Insolvency Law makes it 


defect » m M* 

mlrmcj 


too easy for dishonest debtors to de- 
fraud their creditors. This cuts at 
the very root of commercial credit, and 


flonmthing must be done at a very early date to restore con- 
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fidence among the bankers if banking facilities are to be* 
extended. We have had no time to find out all the defects* 
in the existing Insolvency Law and the legal procedure 
relating thereto; but there is not the slightest doubt that 
general dissatisfaction exists with regard to it. It has 
been suggested in the course of the evidence before us that 
none should be adjudicated as an insolvent if he has been- 
guilty of an act of bad faith in regard to monetary tran- 
sactions, and we agree with the suggestions that the Insol- 
vency Law should be amended accordingly. Elsewhere, in 
connection with our proposal to create a special class of 
licensed indigenous bankers, we have already recommend- 
ed that in all cases of applications for declaration of in- 
solvency by such persons, the courts of law should be 
hound to ask the local Shroffs Association to allow a Com- 
mittee of four or five persons to examine and audit the 
account books of the licensed indigenous bankers, and in- 
vestigate the applicant’s fitness to be declared an insolvent 
before adjudicating him an insolvent. But we feel that 
these recommendations are not adequate for the protection 
of the general lending public, and we, therefore, suggest 
the desirability of eliciting the considered opinions of the 
Bar Associations and the Judiciary on further amend- 
ments to Insolvency Law*. 


179. The Indian Usurious Loans Act of 1918 is 


Usurious Loans Act. 


modelled generally on the lines of 
the English Moneylenders Act, though 


in scope the former is much wider than the latter, 


since a transaction by a firm carrying on hond fide 


business, not having for its primary object the lending 


of money, in the course of which money is lent, is 
excluded from the operation of the English Money- 
lenders Act, but not from the Indian Usurious Loans Act. 


Under its provisions, if a law court has reason to believe 
that in any suit, whether heard ex-farte or otherwise, the 
interest is excessive, and the transaction was as between 


the parties thereto substantially unfair, it can reopen the 
transaction, take an account betw^een the parties, relieve 
the debtor of all liability in respect of any excessive in- 
terest notwithstanding any agreement purporting to close 
previous dealings, and order the creditor to repay any sum 
which it considers t(» be repayable to the debtor or to in- 
demnify the debtor in such manner and to such extent as 
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it may deem just, provided that it shall not reopen any 
agreement purporting to close previous dealings which 
have been entered into by the parties concerned at a date 
more than 6 years from the date of the transaction. 

From the evidence tendered before us and from en- 
quiries made from judicial officers, it is not possible to 
make a general statement as to the exact extent to which 
the aid of the Act is invoked in different parts of the 
North-West Frontier Province- The Divisional Judge. 
Peshawar, Mr. J. Almond, writes : “ Advantage of its 
provisions is frequently claimed and sometimes allowed 
in original courts, but the findings in such cases have 
invariably been reversed. In this province, where the 
Pathan {mpulation is in great preponderance and the 
money-lender is largely dependent on the landlord 
class for a home and protection, the money-lenders 
rarely charge more than what has been held judicially tO' 
be a mwmal rate of interest, namely, 2 per cent, per 
mensem, and if a larger rate has been agreed up on, the 
plaintiff generally reduces his claim in the court to 2 per 
cent. The actual number of cases in which the advantage 
has been claimed can only lie ascertained by inspection 
of all money suits, which would be a laborious task, but 
I should say it is about 70 per cent, of the money suits 
instituted. It has in fact become almost a formal plea 
in all such suits.” The Additional Divisional Judge, 
Peshawar, endorses the views of Mr. Almond. On the 
other hand, the District Judges, Banu, Hazara and Dera 
Ismail Khan report that there have been very few occa- 
sions on which use has been made of the Usurious Ixtans 
Act of 1918. The Additional District Judge, Ajmer- 
Merwara, states that no case necessitating the use of the 
Usurious I/ians Act of 1918 had come before him during 
the 10 years he had held charge of the post. The Judges in 
Delhi mention only a few cases in which use has lieen made 
of the provisions of the Act and state that in some of the 
cases advantage was claimed of the provisions of this Act in 
the lieginning but it was not pressed to the end. The cases 
generally are said to be between profe^jsional money-lenders 
and the agriculturists. The main reason for the limited 
use of the provisions of the Act thus appears to be the 
limited number of cases in which the rates of interest 
charged appear to the courts to be “in excess of that 
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which the court deems to be reasonable having regard to 
the risk incurred ” by the creditor on account of the 
‘ ‘ presence or absence of the security and the value thereof, 
the financial condition of the debtor and the result of any 
previous transaction of the debtor by way of loan, etc. ” 
One of the Judges in the North-West Frontier Province 
.suggests as one of the causes, “ the congestion of work in 
the courts on account of which the courts have rarely time 
and patience to go through the intricate accounts of the 
money-lenders to disentangle facts ”. If this be a fact, it 
can easily be remedied by strengthening the subordinate 
judiciary; but the general trend of the evidence on legal 
matters and prot^edure seems to suggest that most of the 
borrowers are anxious to gain time and find other pleas 
in defence far more effective for the purpose of delaying 
the decision of the suit. Another reason why only a 
limited use can be made of the provisions of the Act is due 
to a fundamental defect in the Act itself. The Act gives 
no definite guidance as to what is and what is not a usuri- 
ous rate beyond laying down general considerations w^hich 
should be borne in mind by the courts. The courts of law 
are not the appropriate authority for judging the trend 
of money-market conditions or the nature of the security. 
The risk of non-recovery' cannot be estimated at the time 
of decoding the suits; and so wdde is generally the differ- 
ence between the stipulated rates and the actually realised 
rates of interest that the decision of a court at this stage 
can only be arbitrary. We feel that these defects are in- 
curable unless a body of licensed money-lenders and an as- 
sociation of indigenous shroffs are created, who should get 
their accounts audited and who should be free from inter- 
ference by the law courts in the matter of rate of interest, 
except at the time when repayments are actually made. 
Our detailed recommendations on all these points wdll lie 
found elsewhere. 

180. The evidence before us discloses several legitimate 
complaints of creditors against the 
»ntere*t by gf ^.he law courts in award- 

ing interest on money lent. 

In the case of money suits, some courtvS do not gene- 
rally allow interest during the pendency of the suit, anfl 
when in a few cases they do, they allow it at a standarll 



late of 6 per <^nt. This practice makes it profitable to a 
debtor to force his creditor into court and Uy prolong the 
case as much as possible. Courts apparently do not make 
a distinction between a usurious money-lender, a 
banker or a merchant, or a fair minded money-lender who 
has charged a reasonable rate of interest, and treat all 
alike causing unmerited loss to many. 

It is again common for the courts to award no interest 
after the decree, with the result that it is to the interest of 
the debtor to prolong tlie execution proceedings as much iis 
he can and to evade payment as long as it is possible for 
him to do so. 

The post-war monetary I'onditions have pushed up the 
market rates of interest appreciably higher than the rates 
prevailing in pre-war days; but the rate of interest 
awarded under section HO of the Negotiable Instruments 
Act and under section 35 of the Civil Procedure Code con- 
tinues to be the same as in the pre-war days, viz., six per 
cent, per annum. 

We are of opinion that in the interests of banking de- 
velopment this state of affairs should be remedied. Credit 
at rea.sonable rates is impossible so long as the lender 
has to insure against po.ssible unfair treatment in the law 
courts. We therefore recommend that — 

(а) Section 34 of the Civil Procedure Code should be 

amended so as to provide that the rate of in- 
terest ordered in the decree should be the con- 
tract rate (if it is not inequitable) on the 
principal sum from the date of the suit till the 
date of the decree and again from the date of 
the decree till realisation, and if the contract 
rate is inequitable, then at such rate as the 
court considers to be ecjuitable. 

(б) In view of the post-war monetary conditions, 

.section 35 of the Civil Procedure Code should 
be amended so as to empower the courts to 
allow interest on cwts at a rate higher than 6 
per cent, if they consider it reasonable to do so. 

(c) The rate of interest under section 80 of the Nego- 
tiable Instruments Act migU be raised from ft 
to 9 per cent, per annum. 
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181. Advances s^ainst the security of property cannot 
"be made with confidence if there is any room for doubt as 
_ to the validity of the borrower’s title 

it/’of to property. The record of rights 

over agricultural land is simple 
in form and if properly kept should avoid all possibilities 
of dispute. The record of mutations is, however, said to 
be slow and as a remedy it has been suggested that the re- 
gistration offices be required to send intimation of all 
mortgage and sale deeds registered by them to the revenue 
authorities for having the mutations carried out, and that 
patwaris be encouraged to be more zealous in entering 
mutations by paying them a portion of the mutation fee 
levied. Doubts about title to non -agricultural land in 
rural areas and to landed property even in the city are not 
:a little responsible for the unAvillingness of bankers and 
other lenders of money to advance amounts against mort- 
gage of property. We have therefore suggested the main- 
tenance of a land register for house property both in the 
urban and rural areas in connection with our proposal to 
establish land mortgage banks. 


We recommend further the adoption of a system 
whereby any one should, by application, be able to have 
his name entered in a special column in the Record of 
Rights or Land Register by way of caution to prospective 
mortgagees and purchasers; no one except a minor being 
allowed in the absence of such entry to set up any title to 
landed property recorded in the name of another. 


182. Another legal difficulty has been brought to our 
notice in respect of debts incurred by the head of a Hindu 

joint family, governed by the Mita- 
jshara law, on the security of the 
family property. Such debts are not 
binding on the other members of the family unless they 
were incurred for the benefit of the family ; and the burden 
of proving that they were so incurred lies on the creditor. 
When the claim is taken to court it is frequently pleaded 
that the debt was incurred for immoral or illegal purposes, 
and the plea, even if not successful, at least dmays recovery 
antf causes great harassment to the creditor. As a result 
there is reluctance on the part of bankers to supply credit 
even to substantial families. In this connection we have 
had the benefit of the considered views of the Judicial 
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OflBcers in Bihar and Orissa, for a copy of which we are 
indebted to the Bihar and Orissa Provincial Banking En- 
jquiry Committee. After considering these views, we are 
of opinion that the law should be suitably altered so as to 
provide that in all mortgage transactions with Hindus 
governed by Mitakshara Law an enquiry made bv an 
officer of a joint stock bank or of a land mox-tgage bank, 
or by an executive officer authorised in this behalf bv the 
local Government, should be incorporated in the bond and 
be considered as inima facie evidence that reasonable en- 
quiries w^ere made by the creditor regarding the necessity 
for the loan, thereby shifting the onus from the plaintiff 
to the defendant. 

183. When several properties are mortgaged by one 
bond, and the debtor wishes to satisfy his creditor by sel- 
ling one or more of them, he is at 

g»ge*aen* pi’cseiit Unable to get a proper price 

for the property, or properties, which 
he wishes to sell so long as the creditors’ mortgage holds 
good, while the cieditor cannot allow the mortgage on any 
of the properties to l>e released, without running the risk 
of having to press his claim on the remaining properties 
in a money-suit instead of in a mortgage suit. I'o meet 
such cases we suggest that the value of each property 
should be separately noted in the lx)nd and the lien split 
up and mentioned separately so that a debtor cxiuld satisfy 
the debt and redeem his property piece-meal. 

184. Finally, we have the bitter complaints against the 
proverbial delays of the law courts, particularly in execu- 
tion proceedings. Even the judicial 

*** officers make no secret of this state of 
afi’airs. The measure of the evil can 
be easily judged from the fact that a district judge has no 
hesitation in saying that “ the period generally taken in 
realising a decree on a pro-note is not less than 5 or 6 years 
at the average ”. It is idle to talk of increasing banking 
facilities and lowering the rates of interest in an area in 
which this state of affairs prevails. The Civil Justice 
Committee has fully dealt with this matter; and we have 
nothing useful tc add to what they have recommended. 
We are not a Committee of lawyers and judges; but speak- 
ing as laymen, we are not at all impressed by the attitude 
-of despair adopted by some of the Judges who have favour- 



ed us with their views. The evil is admittedly greftt. 
and some remedy must be found for it No strong super- 
structure of banking and credit can be established on the 
foundations of non-recovery or inordinate delay in recovery 
of loans. Even investment in gold and silver orna- 
ments is more economic than loans which are either irre- 
coverable, or recoverable with great difficulty and after in- 
ordinate delays. The greatest service that the Judicial 
Administration can render to banking is to devise a suit- 
able remedy for quicker recovery of dues from the debtors- 
XTntil this is done, no great development can be achieved. 





chaptp:r XX. 

Mortg.^ge Banks for long term credit in rural and 

URBAN AREAS. 

]85. We have already cited facts and figures to prove 
that the existing system of agricultural credit lacks faci- 
lities and suitable machinery for 
providing long term credit to agri- 
culturists, for which there is an 
appreciable demand in the rural arciis. We have also 
noticed that a very large portion of the annual savings of 
the agriculturist in normal years is invested in land and 
in house property which in the alisence of suitable banking 
facilities for long period loans cannot l)e mobilised as the 
basis of adequate credit in anv emergency. In the urban 
areas likewise it is a common tiling in prosper ous years for 
a merchant or even a banker to invest heavily in house pro- 
perty, which in a period of commercial depression or in 
case of need cannot be made the basis of adequate credit in 
the money market. Joint stexk banks, including the 
Imperial Bank avoid locking up their resources in immov- 
able property, and the existing mortgage law and legal 
procedure make it very difficult to recover mortgage loans 
without undue delay. Well-known commercial firms have 
sometimes lieen obliged to gO into liquidation not because 
the normal vahu^s of their assets lotked up in immovable 
property are insufficient for the discharge of their debts 
but only Ijecause no adequate banking facilities are avail- 
able foi' the purpo.se of fairly long period loans on the 
security of immovable property. Except a few indigenous 
bankers and investors, who have surplus funds of their own 
to be inve.sted in immovable property and who charge heavy 
rates of interest to cover the neces.sary insurance against 
risk of loss and delay on account of the uncertainty sur- 
rounding the title to landed proyierty and the longdi awn- 
out li^al proceedings in mortgage suits, there are no crtalit 
institutions specially designed for mortgage credit whether 
in the rural areas or in the .cities. We are, therefore, of 
opinion that it is necessary to provide adequate facilities 
for long period loans both in urban and rural areas at 
an early date. Two of our colleagues, Mr. Gray and 
Kanwar Moti Lai, do not think it at all necessary' to create 



316 


a separate agency for this purpose and consider that the 
existing credit agencies will prove quite adequate to meet 
the demand for long period loans, if only effective facili- 
ties for recovery of loans on mortgage of property are pro- 
vided. The majority, consisting of the Chairman, Nawab 
Major Mohammad Akbar Khan, Mr. H. L. Chablani and 
Lala Bal Kishen, are, however, of the opinion that it is 
against the principles of commercial banks or commercial 
bankers to lock up their funds in long period loans when 
their deposits are largely for short-periods, and that the 
only satisfactory solution of the problem will be a land 
mortgage bank, attracting funds for long periods and in- 
vesting them in long period loans on mortgage of property. 


186. Neither the majority nor the minority are under 
any illusion as to the extent of the field for mortgage in- 
stitutions in the Centrally Adminis- 
A limited field for Areas. They all feel that land 

mortgage banks run on sate lines will 
have only a limited scope for legitimate business in the 
rural areas of these provinces in view of the following con- 
siderations : — 


(i) A considerable portion of the amount borrowed 
by the agriculturist is for seasonal purposes or 
for tiding over occasional scarcity, and no long 
term credit facilities are required for this por- 
tion of the agriculturists’ debt. 

(n) A certain amount of credit is demanded for 
wasteful purposes and no long-term credit faci- 
ties should in the interest ->f the agriculturists 
be provided for these purposes. 

(in) There is an appreciable demand for loans for 
purchase of land which at the present inflated 
value of land does not yield more than the most 
reasonable rate of interest on which long term 
credit can be available. Except in exceptional 
circumstances, it is not, therefore, economic for 
the agriculturist to purx^hase land with money 
borrowed on the mortgage of his land ; and any 
further facilities in this direction are undesir- 
able. 

(iv) It is not an economic proposition for families 
with a heavy mortgage debt to borrow money 
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even at 8 per cent, for the purpose of redemp- 
tion of land and houses. Long term credit ia 
needed only for families with a light mortgage 
debt. 

(r) There is no appreciable demand for loans for im- 
provement of land which cannot i)e satisfied 
by popularising tnkav't loans, which are avail- 
able at far cheaper rates tlian any land mort- 
gage bank can afford to charge without a sub- 
sidy from the general tax-payer. 

{vi) Long term loans are needed for repayment of old 
debts, but it is very doubtful whether a land 
mortgage bank with the rigid recovery and 
economy, es.sential to its succe.ssful working, can 
compete siucessfully with the village money- 
lender, who combines money-lending with retail 
trade and commission business. But except 
ju'obably in .\jmer-Merwara, the mahajan 
plays, comparatively speaking, a smaller part 
than the agriculturist lender in mortgage busi- 
ness in these Areas, and a mortgage bank run 
on strict business lines may by competition 
lower his terms if the security available to the 
bank is as good as is at present available to the 
agriculturist creditor. 

{vii) If a land mortgage Bank is really to assist the 
agriculturist in wiping out his old debt it is 
essential that the amount of loan required for 
wiping out old debts should not be beyond the 
repaying capacity of the borrower as determin- 
ed by his surplus income within a reasonably 
safe period for a new experiment of this kind, 
say 10 to 15 years ; and intensive enquiries show 
that a very limited number of agriculturists are 
in a position to repay their old debts out of 
their surplus income. 

(mii) The mortgaged area in .several tehsils is already 
mortgaged for a higher amount than any 
mortgage bank can safely lend on the .security 
of land in the Centrally Administered Areas. 

(m?) On account of small, scattered, and fragment^ 
holdings, the low yield from land, the prevail- 
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ing low rents compared with the value of land, 
and the operation of the Land Alienation Act, 
there are special difficulties in lending substan- 
tial sums for long periods, against the security 
of land in these areas. 

187. After making due allowance for all these facts 
the majority of the Committee still feel that there is 

ample room for legitimate and safe 
s^pe for mortgage busincss for mortgage banks in the 

banks m Uie centrally , , , ” ” p i p .1 

administered areas. Urban and rural areas of each of the 

three provinces. They therefore re- 
commend the creation of a land mortgage bank in the 
jjrovinces of North-West Frontier, Delhi and Ajnier- 
Merwara. 

188. A co-operative mortgage bank, run in practice in 
Co-operative mortgage accordaiice with co-operative ideals 

''*®*‘*- and strict principles, will undoubted- 

ly be preferable, from the point of view' of the ideals, to 
a joint stock land mortgage Itank. Rut as has been 
|X)inled out by the Registrar of ('o-operative Societies, 
Punjab, Delhi and North-West Frontier Province, it is 
in practice extremely difficult to create iu the administra- 
tion of the co-operative mortgage bank a sufficient balance 
betw'een the interests of the creditors and those of 
the borrowers. Moreover, a joint stock bank in close touch 
with the niQuey and stock markets is far more likely to 
command the necessary business ability which in this com- 
plicated business should be of particularly high order, and 
to attract the necessary capital than a purely co-operative 
bank in the present stage of the co-operative movement in 
the Centrally Administered Areas, and would, in our 
opinion, suit the present conditions of these Areas very 
much better. As in both cases some kind of Government 
assistance will be necessary in the early stages, Govern- 
ment will be quite justified in fixing, during the period it 
gives financial assistance, a limit to dividends which we 
suggest should not exceed 15 per cent, 'plus an amount 
necessary to make up 5 per cent, on an average during the 
years in which the dividend declared is less than 5 per 
cent. This would prevent any unreasonable tendency to 
prerfiteering, and if in addition to this the bank encourages 
its borrowers to subscribe a certain number of its shares, 
which we recommend it should, the interests of the borrow- 
ers will be effectively safeguarded. 
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189. The proposed land mortgage bank, wfticn we re- 

Finwioe. coiiimend, should l)e at liberty to raise 

capital by — 

(a) having a substantial paid-up share capital; 

{b) attracting fixed deposits for not less than three 
years, and issuing savings certificates payable 
after 5, 10^ or 15 years, or longer y^>eriods, up 
to 10 times the paid-up ca]>ital ; 

(c) issuing debentures on the security of the land 

mortgaged up to a limit of 20 times the paid- 
up capital; 

(d) extending its operation to insurance of ail sorts 

under the same restrictions and sjifeguards as 
are imposed on insurance companies; 

(c) requiring every Ixirrower to subscribe a certain 
numtier of shares; 

(/) securing loans from Government, and banks on 
the security of its general assets; and 

(^) acting as intermediary between the private cap- 
italists and the Iwrrowers. giving in this case 
a first mortgage to the private capitalists. 

It should not be allowed to start work unless its sub- 
scribed capital is at least 10 lakhs, one-half of which must 
“be paid-up and one-half should remain as reserve for un- 
called liabilities of the shareholders. 

Our colleague Kan war Moti I.al dissents from clause 
(d) of the above recommendation on the ground that it will 
lead to unfair competition with the existing insurance com- 
panies as the bank will be receiving some financial assist- 
ance from Government under our recommendations. The 
majority, however, consider that insurance funds are 
peculiarly suited to the requirements of mortgage banks, 
and desire to draw attention to the fact that the use of 
insurance funds for mortgage credit is quite common in 
foreign countries. 

190. During the first 10 years of the working of the 
bank it will, in our opinion, be desirable hi fix a low 

maximum limit on the amount of 
loans advanced to a single indivi- 
dual, say at Rs. 5.000 in rural and Rs. 10,0()0 in 
urban areas, subject to the proviso that the minimum 
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loan should be such as to repay the cost of the transaction 
to the bank and such as a primary co-operative credit 
society cannot conveniently give. In no case the loan 
advantjed should exceed 25 per cent, of the value of mort- 
gaged land subject to the Land Alienation Act, or ten 
times the annual average net yield of the land and 50 per 
cent, of the price of urban landed property. As to the 
valuation of agricultural land, choice should be given to the 
borrower either to accept land tax as the basis of the valua- 
tion on the scale fixed by the bank or to ask for a spe<,nal 
valuation by an expert, in which case he shall pay the in- 
cidental charges wliich the bank has to incur. In the 
beginning the activities of the bank in rural areas should, 
in our opinion, be confined to a class of business interme- 
diate lx3tween the short term loans of the ordinary co- 
operative credit societies and the long term loans of some of 
the land mortgage banks in Europe, by limiting the period 
of loans to 10 to 15 years, provided that care is taken that 
the period is such as to enable the farmer to pay the instal- 
ments due from his agricultural earnings after keeping 
enough for his maintenance and for his farming operations. 
The methods of repayment of loans by borrowers should be 
by amortization instalments of an unvarying amount, leav- 
ing th«! borrower, however, free after 5 years to pay back the 
whole amount before time. The discretion of the bank to 
grant extension of time for payment of instalments should 
be limited to postponing one instalment at a time and to 
not more than 2 instalments consecutively, except when the 
borrower has already paid more than 10 instalments in 
■which case postponement up to 3 consecutive instalments 
may be allowed. 

In view of Government assistance, we recommend that 
the proposed land mortgage bank should be prevented by 
statute or regulations approved by Government from charg- 
ing more than 12 per cent, interest on loans. 

7. During the first 20 years the land mortgage bank 
should in our opinion receive Government assistance in the 
following ways : — 

(a) A loan for 20 years at 2 per cent, less than the- 
takavi rate for the first five years and thereafter 
at 1 per cent, above Government’s borrowing 
rate in the market, not exceeding in amount ^th 
the amount invested in loans to farmers. 
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(b) A guarantee of interest on all deposits for five 

years or more at | per cent, below the Imperial 
Bank’s rate for Savings Deposits. 

(c) A guarantee of 5 per cent, interest to all deben- 

ture holders. 

{d) Contribution to the extent of half the prelimi- 
nary expenses in setting up the bank, half tlie 
cost of necessary establishment of the bank, and 
:|th of the cost of the valuation of land by 
expert valuers, provided that Government shall 
not be called upon to pay anything on account of 
these items if the reserve fund of the banlv is 
sufficient to meet them 


191. To improve the legal ])o.sition of tlie hank the 
, following changes in law appear to us 
to be necessary - 

(a) The bank should entitled to all the existing con- 

cessions to the eo-oj)erative societies in the form 
of exemption from stamp duties, registration 
fees, and income tax, and to free remittance of 
funds within the |)rovince. 

(b) The debentures, or bonds, issued by the liank 

should be declared as valid investments for 
trust funds. 


(c) The bank should have power to recover its in- 
stalments from the agriculturists as arrears of 
land revenue during the years when the village 
crops are 8 annas or above, and may pay, 
through Government a commission of \ per 
cent, on all sums recovered through the 
'patwari, 

{d) The bank should be given free access to the village 
records and the records of the Registration 
Department. 

(e) The bank should, subject to clause (g), be given the 
right of entering into possession, foreclosing 
the mortgage and selling the property by public 
auction in the case of default, after giving the 
defaulter three months' notice to pay the instal- 
ment, without any reference to a court of law. 
if) Every borrower should be bound by law to disclose 
to the mortgage banks all particulars affecting' 



title to the property offered for mortgage and 
give such information as the mortgage bank 
considers necessary ; and he should be liable to 
punishment up to three years’ imprisonment for 
giving any information which is found to be 
materially false or misleading and which affects 
in any way the security on which the mortgage 
bank has advanced a loan. 

{o' With a view to protect the land mortgage bank 
against loss, fis well as to improve the security 
of the borrower so as to give him the benefit of 
the lower rates of interest and a higher amount 
of loan which irj some cases will be absolutely 
necessary if old debts are to be completely wiped 
off, the Land Alienation Act, or the rules under 
it, should be modified so as to include the mort- 
gage bank among agriculturists so far as the 
sale and transfer of land are concerned (subject 
to the siime restrictions on the bank’s power to 
sell as are imposed under the Land Alienation 
Act on agriculturists), provided that the 
bank shall not l)e at liberty to hold possession 
of the land without selling it for more than 
three years. 

{Ill The Committee recommend further that the occu- 
pancy rights should be made assignable and 
transferable to co-operative credit societies 
and land mortgage banks, subject to option 
being given to the landlord to purchase the right 
of the bank within a certain time-limit, and so 
also crops and farm wealth, including live 
stock, up to 10 per cent, of their value. 

(i) The account books of the bank should be accepted 
as correct in all legal proceedings and certified 
copies thereof should be sufficient. 

Our colleagues Messrs. H. L. Chablani and V. F. Gray 
do not agree to the proviso to clause (p), which they feel 
might in certain contingencies create for the bank serious 
difl^lties in the disposal of their property. They do not 
want to jeopardise the position of the bank by restricting 
its freedom to choose the proper time for selling tiie land 
and realising the security. Lala Bal Kishen also does not 



323 


agree to the proviso but feels that the discussion is only an 
academic one since no banking concern will keep a property 
on its hands for any length of time. He w ishes t<» invite 
attention to Mr. Dawson's evidence lH'ft>re the Koyal Com- 
mission on Agriculture, which shows that although his 
mortgage bank was not under iuiy cornjmlsion to sell land 
tvithin any specified period, the policy of the inanagement 
had all along been to disp»<se of it at ome to avi>id a fall 
in price. The Chairman and Nawah Ma jor Muhainuuid 
Akbar Khan, on the other hand, regard the proviso as es 
sential for the purpose of ensuring that the policy under 
lying the T.,and Alienation Act is not did'catcd hy a deli- 
terate refusal on the part of the hank to sell the land to 
agriculturists. Kanv.ar Moti l.al is in favour of tlu‘ pro- 
viso on the ground that othcrwi.se the land nuntgage l>ank 
would be in an especially privileged t'osition as compared 
with the ordinary joint stoik hank or indigenous shrofi 
lending money on mortgage of laud. 


192- The bye-laws of the hank should pnnide for the 
constitution of a reserve fund to which the iiank should 1 h’ 
, . , „ bound to carrv at least h iier cent, of 

Bve-laws of the Bank. ,i •. . ' n • 

the interest aetiiaHy n'ceived, lor n*- 
demption of debentures, and for an ade(|iiat(* o'liaranti'C 
that no more mortgage bonds art' issiit'd tiian theri> are 
securities available; and should requirt' the apinotal of 
Government, who should have all the ])o\\ors of sii]H'rvision. 
inspection and audit necessary for t'nsiii ing snnieient ])ro- 
tection to the debenture hokh'is. 


Land Register. 


19H. To facilitate invi'-.! leat ion of 
title, it will lx* necessarv 


(a) to extend the scope of ttr- village rtM'ord of riglits 
relating to agricultural land so as to incliid*’ 
house propertv as well as a prudent t'stiiimtc of 
the value and vield of all rt'.i! estate 


(b) to maintain a similar legistcr of rights in land tor 

the urban areas ".licrcin thi' legal conditions 
governing urban real ostaU* ai(' officially 
entered, 

(c) to make a transfer (.r a cession of rights on real 

estate valid only after it is cnh'i ed in the I .and 
Register or Record of Rights and properly 
mutated by competent authority, and 
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(d) to give access to the I^and Register to all persons 
desiring inspection on paylnent of a nominal 
fee. 

194. In order to secure proper co-operation between the 
village co-operative credit society and the land mortgage 

Co-or<iin*tion of oo- bank it shoufd be laid down that, in all 
operative credit societies cascs in which the borrowing land- 
and land mortgage bank, owner is a member of the co-operative 

credit society, the land mortgage bank shall consult the co- 
operative credit society before granting him a loan and 
that the co-operative credit society shall, after receiving 
intimation from the land mortgage bank that it has 
granted a long period loan to any of its members, 
insist on his discharging all his previous debts to 
the society, e.xcept the crop loan, within the limits prescrib- 
ed by the mortgage bank. Further, loans to tenants should 
not be granted by the land mortgage bank without a 
guarantee by the primary co-operative credit society, 
through whom only applications by tenants should be sub- 
mitted. We are, further, of opinion' that the bank would 
find it useful to employ the agency of the co-operative 
credit society and the licensed mahajan as kjcal agents of 
the bank, but in view of the fact that in certain areas this 
might cause some misconception we abstain from recom- 
mending any restriction on the freedom of the bank to 
choose its local agents. 

195. Our colleague Lala Bal Kishen wishes to add 
Laia Bal Kishen’s view the following note in order to explain 

his view point further ; — 

“ (1) I would emphasise the importance of a most care- 
ful preliminary enquiry before a land mortgage 
bank is float^ and would insist on efficient 
management as essential. Experience has 
shown that for the success of land mortgage 
bank the character of the borrower is a great 
factor. The average Ixirrower looks only to 
the provision of credit and pays little attention 
to repayment of loan and the security he can 
offer. He r^ards access to credit as a right and 
not as a privilege to be deserved. Land mort- 
gage bank cannot succeed if the borrower is 
wrong. Co-operative movement when ywelJ 
established can help a lot in creating the fight 
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sort of borrower as a result of proper au(3 
persistent teaching. To have an appreciable 
demand is different from actual neea for long 
term credit for the purposes for which a loan 
on long term can reasonably be given. 

“ As long as the rate of interest is as high as in India 
it is doubtful if any land mortgage bank can 
give loans which cannot be repaid from savings 
within 20 years. 

“ (2) It is only reasonable that when the proi)osed 
mortgage bank seeks Government assistance it 
may restrict its dividends practically to in- 
terest ratt\ or one per cent, higher, till the 
period of Government assistance. 

“ (3) I oppose the inclusion of insurance business in 
the scheme of the bank, as it would involve it 
in another intricate and teihnical business 
which is not its line. I am not in favour of 
joining too many functions in one institution. 

“ (4) I am not in favour of recoveries of the bank 
being made from the agriculturist borrowers as 
arrears of land revenue for more than one 
reason ; — 

“ (a) It will make the bank slack in applying res- 
trictions and tjiking precautions on loans 
advanced if it thought they will l>e recovered 
through another agency. 

“ (&) It would result in driving the villagers to the 
much maligned patwari for this work als<j. 

“ (c) It will place the Government in the position 
of a lender recovering the dues of a bank, 
which is not a proper function of the Govern- 
ment; Government would prefer a private 
agency for the provision of long term credit 
which would make its own recoveries, other-^ 
wise it could push on further the takavi 
loans. A similar proposal from Wedderburn 
was dropped nearly 50 years ago. A 
joint stock mortgage bank should not require 
more assistance than a co-operative mortgage 
bank for obvious reasons. I would recommend 
that the propc«ed bank should have a charge 

u 


aAintcoic. 



on tihfe cro|) and facilities for artitration ini 
place of the recotCmfenditfon regarding 
recovery of its dues as arrears of fand revenue. 
The fecovery through Revenue Department, 
Was tried' in the United Pfovinoes in case of 
oo-operative societies’ dues but the effect was 
not healthy either on the borrower or the 
movement.” 
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CHAPTER XXI. 

IjJDIGENOUS B.\KKERS. 

1.96. In dealing with the indigenous bankers in tjip 
Centrally Administered Areas, one is confronted with tne 
, , ^ initial difficulty of distinguishing 

jntroduetory. l3etween ‘the ordinary investor, ^ 

regular money-lender and an indigenou.s banker as there ar^ 
no cle^fly (defined or distinctive marks in each of these tlirw 
daa^. Xeither the census nor the Income-Tax Depart- 
ment makes any distinction between these thrfe^ jin .theif 
statistics. A banker is often distinguished from a private 
money-lender by the fact that he receives deposite and deals 
with other people’s money rather than with his own, but 
this distinction will not help us very much in these provinces 
as a number of money-lenders and even shop-kt^epers 
receive deposits to some extent without doing any banking 
at all; while a large number of people known as bankers 
and shroffs do not receive any dejiosits excejit from members 
of their own families, friends and relatives. The most 
common form of credit instrument handled by the banker 
is the bill of exchange or the hundi. Every dealer in hundi 
is not. however, a banker in India, as in many large towns 
some investors buy Inindis though they do not sell them or 
discount them. Banking is not the .sole occupation of all 
those who are popvdarly known as bankers or shroffs ; most 
of tliem do a certain amount of trading, on their own 
account, derive rent from their landed property, indulge in 
speculation either occasionally or as a part of their regular 
business. It is. therefore, very difficult to l«' sure that a 
particular individual is not more a merchant than a banker. 

Subject to these qualifications, it may be said roughly 
that the number of income-tax a.ssessees in the class of 
money-lenders, and bankers in the urban areas, etc., indi- 
cates' the maximum limit of the number of indigenous 
bankers in the province, as practically nolxidy with any 
standing in the market has his head office in any village. 
But the exact number of bankers can only be known by the 
local reputation individuals enjoy in the local money- 
market. According to the common usage of the market, 
only regular dealers in hundis are clasaed as indigenous 
bankers, and throughout this chapter our statements should 

u2 



328 


be understood to be restricted in their application to liieee- 
r^^lar dealers in hundis in the bazaar. 

197. The Indian States of Rajputana enjoy the reputa- 
indiffdnons HAoJc^rs io tion of bein^ thc home of indigenous 
Ajiner^erwar*. bankers since ancient times, and 

Ajmer-Merwara surrounded as it is by the old ^jput 
States has some very old banking firms. The com- 
munities which practice banking are generally known by 
the name of mahajans, though, to some extent, even other 
communities have taken to banking. Among these maha- 
jans are included Agarwals, Oswals, Saravagis and Mesris. 
The number of bankers and money-lenders paying income- 
tax and their estimated income in Ajmer-Merwara is given 
in the following statement supplied by the Income-Tax 
Department : — 



























Enquiries by the Committee, however, show that out of 
these only the following firms are considered as real indi- 
genous bankers in Ajmer-Merwara : — 


Name. 

1. Eai Bahadnr Seth Biradh Mai 

Lodha. 

2 . Rai Bahadur Seth Tikanichand Soni. 

3. Jlai Bahadur Seth Chiwiiipalal 

Raniwala. 

4. Seth Bheodayal . . . . . 

5. Seth Bishe.shar Lai , . . . 

0. Seth Ram Pershad . . . . 

7. Seth Noratam Mai . . . . 

8. Seth Pokar MaJ . . . . . 

3, Seth Vilhal l)a8 Hathi 

10. Seth liiraehand Sancheti . 

11. Seth Dhiilchand Knhiram . 

12. Seth Kundanmal Udaimal 

13. Seth Sahibchand Sahesmal 

)4. Seth ('hhojiolal Motilal 

15. Seth Ram Gopal Ramsawrup . 

10. Seth Rain Baksh Ketsidas 

17. Seth Balehaiid Ugrachand 

18. Beth Tliakurdas Khoinraj 

19. Seth Kundanmal Lalehand 

20. Seth Deokaramlas Rarnkumwar 

21. Seth Shersingh Raghunath Das 

22. Seth Chunnilal Onkarmal 

23. Seth Kaimial Tejmal .... 

24. Seth Girdharlal Ajodhya Pershad 

25. Seth Mukhram Sagnrmal 

26. Seth dawahirmal Chandmal 

27. Seth Hiralal Rajmal . . . . 

28. Seth Bhiinraj Chliogalal 

29. Seth Daulatram Kundanmal 


Head Office. 
Ajmer. 

Ajmer. 

Beawar. 


Ajmer. 

i 1 


Beawar. 

Ajmer. 

Beawar. 


Nasirabad. 

Kekri. 


Branch Office. 
Beaff^ar. 


Ajmer, 


Only three of these firms do banking business of all kinds, 
namely, receiving deposits, doing remittance work, selling 
and purchasing hundis in the bazaar, and lending money, 
their own or raised by means of deposits or by sale of hundis. 
Only one of these has, however, extensive deposits, and of 
the remaining two one is reported to accept deposits only 
from personal friends w^hom the head of the firm wishes to 
oblige. The remaining 26 firms do banking business ip 
varyipg d^rees. Very few of them are reputed to have 
any deposits from the public. Only five of them enjoy tl^ 
general reputation of raising money in the market by 
selling hundia. Others are for the most part content tp 



their capftal, l^ti tliey can and do occasionally 
sill Mitndis in the itoarltet, which the market readily 
their standing. Of these 29 firms, one 
di^ls in epium and anothei* in cotton. Three of these firms 
hdve got a nlimfier of branches spread all over India. One 
of the firms hj^ got offices at Ajmer, Jaipur, Jodhpur, 
ITdaipur, Kotah, Shahpura, Karauli, Bharatpur, Dhol- 
pUT, Neemuch, Mandsaur. Gwalior, Bhanncr in Ajmer 
Tlhqa, Calcutta and Bombay, and another firm has got 
branches at Ajmer, Jaipur, /odlipur. Kotah, Ahvar, I’oiik, 
C'alcutta, Bombay, Nawanj^ar, Shahpnra, Sirannj, Nirn- 
bahbra, Deoli and the Jodhpur Kesidcncy. A third 
ifiaintains its own offices in Beawar, Ajmer, Nasirabad, 
Kekri, Bijainagar, Kishengarh. Sarwiir. Touk, Gulnb- 
pura, Bhiiwara, Kapasin, Shahpur, Gungapur, Hausi, 
Bombay and Karachi. Quite a large numlior of these firms 
are of old standing, one being 140 years old, three 100 years 
old, one 80 ye,ars old, two 00 years iJd and two 40 years old. 

198. These indigenous bankers do not at present finance 
agricultural production in Ajmer-Merwara. At one time 

they u.sed to have dealings with the 
Present credit activities village monev-leuders as W'ell as with 

of the indigenous bankers ^ ^ i ^ • i 

in Ajmer-Merwara. tllC agriculturists but tills has HOW 

coni])letely censed. According to a 
leading banker, there were tw^o main reasons for this : 
“ One is that since the great famine of 1899 there has l)een 
a scarcity year every three or four years and the city 
shroffs were unable to recover money from the village money- 
lenders who were affected by the calamities of the agricul- 
turist. They managed, however, to recover a jiart of their 
- dues by getting sale.s of land executed in their favour for 
some time. What little remained of their dealings with 
the village money-lenders disappeared with the passing of 
Land Alienation Regulations under w hich an agriculturist’s 
land cannot be sold td sL non -agriculturist except with the 
permission of the Collector.^’ These firms, however, 
continue to deal with both the village money-lenders and the' 
agriculturists in Indian States where they have got their 
beancheB and where no protective laws sirfiilar to ftie Land 
Alienation Act are in force. In Ajmer-Merwara they help 
the zamirtddr bnly during the stage of marketing the 
pfokifice nbi direttly but through tne drtias or cotnniis- 
sidii agents who give kdi^dnees against produce stored with 
and bdtrdiv UidfieV fd# tWe liurpoee frdrh thet^’ barikefs. 
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They finance the internal trade of the province as well as 
its export and import trade. They finance the movement of 
agricultural produce by purchasing demand drafts from 
produce dealers, and lend to grain dealers as well as gold 
and silver merchants on accounts which run from day to 
day. Some of them are investors and managing agents of 
cotton mills in Beawar; but except for this they do not 
finance industries in general. They advance loans as 
money-lenders against landed property. Two of the 
biggest of them are treasurers of Indian States, one of them 
being in charge of State treasuries at Bharatpur, Dholpur, 
Karauli, and the Jodhpur Residency, the other being 
Treasurer of Kotah and Alwar States. The same two act 
as treasurers and disbursing agents for salaries on behalf 
of the metre gauge and broad gauge sections of the Bom- 
bay. Baroda and (Central India Railways. A third indi- 
genous banker is Government Treasurer in Ajmer and 
Beawar. But the main business of these indigenous 
bankers is remittance, particularly remittances to and from 
the ports. Only a minor portion of their activities is con- 
fined to the limits of A jiner-Merwara. The bulk of their 
earnings are from outside, jiartieularly from business in 
the surrounding Indian States. 

199. Quite a considerable part of the working capital 
of these indigenous bankers is their own capital; but they 

raise some amount by deposits also. 
How thry riii*e their The evidence points to larger deposits 
in the past, but at the present time only 
three of these bankers raise substantial amounts by deposits. 
The general tendency among them is to avoid receiving 
deposits except from personal friends and relatives who 
are not likely to embarrass them by demanding back their 
money at inconvenient times. On the whole, it is generally 
believed that the Imperial Bank has at present more 
deposits than those of indigenous bankers taken together. 
Muddati hundis used to be common in this province but of 
late owing to the increase in stamp duty the use of 
muddati hwidis has considerably declined. These hundis 
were and are used by the shroffs as a mode of investing their 
own money and not as a means of raising funds by having 
them discounted with the Imperial Bank. In fact the dis- 
counting of muddati hundis with the Imperial Bank is at 
present practically nil. But the indigmious bankers rely 
on darshani kundts both as a means of remittance and as a 
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means of raising money. Very few of these darshani 
hundis are ever sold to the Imperial Bank. They thus 
derive practically no help in the matter of finance from the 
Imperial Bank in Ajmer, and the more substantial among 
them seem to consider it beneath their dignity to approach 
the Imperial Bank for any help whatever. 

Some of these indigenous bankers ai’e reluctant to give 
even 3 per cent, on deposits but tlnose who depend for their 
finance on the deposits pay interest varying between 3 per 
cent, and 51 per cent. For about 7 months the rate is 
generally belowr 6 annas per cent, per month and for 5 
months of the year below four annas j>er cent. 

Special fornus of the hundis used are given in Appendix 
C below. 

It is difficult to form any accurate estimate of the total 
working capital employed by these indigenous bankers in 
their banking business, but a well-informed manager of one 
of the leading firms said that in the bazaar all these people 
taken together were considered to be worth about 3 crores, 
of wdiich only 1 crore was really available for banking 
business. On this basis, he estimated that their total work- 
ing capital including deposits and the money raised by 
hundis amounted to about 2^ crores a year. 


200 Loans arc given eitlier for fixed periods or on 
chain khata or running accounts. landing on promissory 
. notes is not common in Aimer thougn 
IM, the branches of these ' indigenous 

bankers elsewhere do this busine.'^s on a considerable scale. 
Usance hundis are also discounted . On fixed loans, interest 
is recovered some times in advance; on cash credits it is 


calculated on the daily balance; and on loans against orna- 
ments and simple khata, it is calculated yearly. The rates 
of interest vary with the security offered. Against orna- 
ments loans are advanced at rates varying between 6 and 
per cent. ; against security of produce and railway 
receipts for exported w(X)l at 7 per cent. ; tlie common rate 
against lauded pro|>erty is 9 per cent. ; and against personal 
security the rate varies between 6 and 9 per cent, according 
to the sending of the parties. The rates for various partief> 
do not vary with the seasons nor do they change with the 
market rate of interest in the ports where some of these 
bankers have their office; it is more or less permanent 
for each client in Ajmer-Merwara. The rate of inter- 



leuding among tj[^e sajmkar^ is 3 pc^ c^t. in dull,pp^S^ 
fnqm May t6 Qctol[)er, ggefi jOer oeflit. ^ 

•yinter season. jOn ^ »yei:age wie 7 moatJbs ,of 

the ye^r, May to October, ^t a^pt 4^ iPer x^. 

and for the ^jBjqaths, J>{oveifl]^ to .A,pril,,^.aapaa|>e!r cent. 
The discounting raj^e . 9 ^ mMdda^ti hunms ,diftars according 
to the stability oj^ each iirm. It varies generally between 
4 annas and 5 annas per cent, but in the busy season ^t 
goes up sometimes to 6 annas per cent. It, however, never 
goes beyond 7| annas per cent, in Ajmer or even at the 
branches of these indigenous bankers at the ports, as it 
IS generally considered humiliating to pay a higher rate. 

It was stated in the evidence before the Committee that 
the sahukars or indigenous bankers would be quite yeady 
to lend at 5 per cent, for 4 or 5 months of the slack season 
of the year, if there was a certainty of repajunent or a Gov- 
ernment guarantee for the security of loans. Complaints 
regarding slow recoveries and delay in the law courts are 
general, and it is generally believed that the Insolvency 
Law is t(X) tempting for a dishonest borrower. 


The Imperial Bank rate seems to have very little effect 
on the shroffs’ rates. The rates in the money market in 
Calcutta do not lead to any change in the rates of Ajmer 
or Beawar bankers but this is true only of the nmddati 
Hindi rate. The Imperial Bank rate affects the rate of 
Bombay or Calcutta offices of the Ajmer indigenous 
bankers, and consequently it does affect the rate fqr.deniftpd 
drafts of the local offices of the indigenous bankers in 
Ajmer. 

201. The indigenous bankers are able to remit money 
not only to places where they have got their own branches 
„ . but also to a number of other 

places where they have their artias. 
For instance, one of the leading firms can and 
does draw hvndis on their artias in Delhi, Amritsar, Dera 
Ismail Khan, Madras and Hyderabad (Deccan), although 
it has no office of its own at any of these places. Forme dy 
when railway communications were not so good, t|ie 
system of artias was far moye extensively spread wiji 
tqese bankers used tp have artias at many more places imaP 
at pre^nt. 

Theyemit^npe to gi^jghbouring .villages is dope thwmg^ 
special mas^engqrs who c^i 3 :y apaqie and motes. Money 



tb thb by hiindi $ in the case of small amounts 
ana by 8ti|3plv bills foh larger amounts. Currency notes 
are al^ lised ibr remittance purposes, but by far the larger 
amounts are remitted by means of hnndis. ft is interesting 
to note that the kunJi on Bombay is used not only for 
the purpose of remitting mpney to Ikmibay hut as a means 
of aischarging monetary obligations to per.sous living in 
towns of upper India. For instance, the our merchants 
who get their gur from Meerut and other places in Northern 
India remit money to these places by means of ht/odis on 
Bombay because shroffs’ hnndis on Bombay and Calcutta 
are in demand in these places also. And this is done in 
spite of the fact that the Imjierial Bank can give a dire< t 
draft on some of these places. The rates for dorshani 
hnndis on port towns vary in the busy season lietwoen 
99-12-0 and par, and from {lai* to 100-4-0 in the off ,sea.son. 


There is a general complaint that the business in 
demand drafts or dorshani hnndis of tliese indigenous 
bankers has .suffered a gixxi deal after the opening of a 
branch of the Irnpoiial Bank at Ajmer, as the Im- 
perial Bank fixes its rate for demand drafts irre- 
spective of the local market conditions prevailing 
at a particular time and niake.s no distinction be- 
tween indigenous hankers, and the genefnl j)iil)]ic in the 
matter of rates. Formerly, money u.sed to move freely 
between various c'entres in Rajputana. for example, Jai]mr, 
Jodhpur and Ajmer with a slight difference in tlie rate for 
hundis on Bombay, but there is not much inducement to 
do this now-a-days because the Imperial Bank’s demand 
draft rate on Bombay is the same at all its branches. It 
is also pointed out that in the busy sea.son darshani hundis 
on Bombay used to be sold even below par, which was to 
the advantage of merchants; but this has become impos- 
sible after the opening of the branch of the Imperial Bank 
as the indigenous bankers have no chance of making a profit 
in other months when hundis used to be much above par 
forrtierly. 


202. There is no organised money market in the 
towns of Ajmer-Merwara, but dalals oy brokers go 
. round every day, and the local offices 

Money mttkot. indigenous bankers are in daily 

^ie^apbic touch wiib organised ihpn^y markets in 
ibay and Calcutta. Within the province money flows 
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from urban to rural areas at the time of the harvest, but 
mofussil hundis are generally discounted locally during 
the busy season and are sent to Ajmer and Beawar only 
during the off season. Money also moves between the 
towns of Ajmer-Merwara and the towns outside the pro- 
vince at the slightest inducement; for instance, after de- 
ducting railway expenses if the indigenous banker could 
save 1 anna or 6 pies per cent, he would remit from Jaipur 
to Ajmer or vice versd. Money does flow from Calcutta 
and Bombay for employment in Ajmer-Merwara during 
the busy season of the year, and there is constant move- 
ment of funds between the offices of Ajmer indigenous 
bankers in Indian States and their offices in port towns. 
During the months of December to March, funds gene- 
rally move from the branches of the indigenous bankers 
and shroffs in Indian States to Calcutta and Bombay for 
more profitable emplo3anent there, while in the month of 
April these funds return to their offices in Indian States. 
Ordinarily, a difference of 2 annas per cent, in the hundi 
rate is quite enough to move funds from one place to 
another. 

203. The relations of the indigenous bankers with 
their clients are generally cordial; and far from there 

being any prejudice against them, the 
t.aSl‘rth1hSS public in Ajmer-Merwara shows a 

decided preference for them over the 
Imperial Bank. For this several reasons are given. It 
is said in the first place that the shroffs accept the hundis 
of merchants without invidious distinctions but the Impe- 
rial Bank imposes certain arbitrary restrictions. The 
Government Treasury closes at 4 p.m., and the Impefrial 
Bank pays up to only 2 p.m, and accepts payment only 
up to 4 P.M., but the indigenous bankers take and give 
money at any time during the day or night. The Impe- 
rial Bank can give a draft only if the full amount is paid, 
while a client can easily give an indigenous banker a few 
hundreds less and get from him a hundi for the whole 
amount, paying the remaining sum after two or three 
days. The English script is an obstacle to some; while 
the fime taken in dealing with the Imperial Bank is con- 
sidered a sheer waste by busy merchants. The Imperial 
Bank would put a lock on the articles received till its 
money is paid, while the indigenous bankers do not- do 
this. It is further alleged that if clients fail to send 
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an immediate reply to their balance verification letter, 
which some of them do not sometimes understand, their 
^counts are transferred to Bombay with the result that 
when they ask for money they are told that their accounts 
have beei\ transferred to Bombay and money will be paid 
to them only when it is retransferred. It is also alleged 
that when money is taken to the Imperial Bank, good silver 
coins are very often mutilated along with spurious 
coins. Indigenous bankers follow their old customs, e.g., 
an indigenous banker would send his own messenger to 
take the amount due on hvndis to the house of his client, 
while in the case of tlie Imperial Bank money has to be 
taken to the bank’s premises. There is, moreover, a general 
feeling that the staff of the Imperial Bank insist on 
too many formalities and do not treat the merchants with 
the consideration they exjiect, there being no decent waiting 
rooms nor chairs for resfiectable persons. In addition to 
these, the indigenous bankers enjoy the advantage of a 
very low cost on establishment, of intimate knowledge of 
each and every client, and of fine family traditions and 
prestige in the loc'al market. 

204. The city of Delhi has been known to be an im- 
portant centre of indigenous banking at least from the 
, . „ . . early days of the Moghul rule; and 

'*** *" although it ha.s lieen over-shatiowed 
at present by the port towns 
of India as a financing c'entre, it still retains its 
premier position as a l)anking centre among the towns of 
Northern India. It not only finances the bulk of buying 
and selling transactions lietween Delhi and the neighlxiur- 
ing mandis, but also finances the business lietween the 
neighbouring mandis intrr se and the movement of pro- 
duce between these mandis and other commercial tentres, 
particularly the port towns. It is well-supplied with 
banking facilities as not only a number of indigenous 
bankers carry on their banking business in Delhi but 
almost all important exchange banks and Indian joint 
stock banks of Northern India maintain their liranches 
there. It is important enough as a centre of trade in com- 
modities in Northern India, but it is much more important 
las a centre of collection business in demand bills arising 
out of the movement of goods between these towns on the 
one hand and port towns on the other. 



The communities which pmctice indigenous bankini^ 
in l)elhi ate mainly ag^arw^, ^dishes (including Jain^ 
Khatrls and Matttaris. The following statistics supplied 
by the Income-Tax Department ihdicate the niiinter of 
bankers and money-lenders paying income-tax in the urbatt 
areas, their estiniated income from interest and expenses 

Delhi Province. 


Urban Areas. 


Year. 

No. of 
banlthre 
and 

BaoAer- 

lendem. 

Capita). 

, i 

EaUmated 

interest. 

Interest 

paid. 

Other 

Expenses. 

Net 

Income. 

Income- 

tax. 



Rfl. 

US. 

1 HS. 

Us. 

K5. 

ejl 

1926-27 

73 

64,38,284 

8,36,822 

12,997 

82,557 

8,11,268 

18,279 

1927-28 

97 


4,22,212 

14,492 

40,902 

8,59,508 

20,957 

1928-29 

100 

70,67,488 

4,88,958 

19,663 

58,679 

4,10,616 

23,278 


Local enquiries indicate that of these families only the 
following 43 are at present recognised as professional 
shroffs or indigenous bankers, though besides theae there 
are over 100 persons who regularly buy hnndis in the market 
as a means of investing their own capital : — 

1. Thakardas Moolchand, Naya Bazar. 

2. Raragopal Omrao Singh, Naya Bazar. 

3. Ram Gopal Bhagwan Das, Naya Bazar. 

4. Jot Ram Chander Bhan (Beharilal Kidarnath)> 

Geoka Mall, Katra Tomaku. 

5. Paras Ram Harnand Rai, Naya Bazar. 

6. Sheo Parshad Gur Pershad, Cloth Market. 

7. Charanji Lai Deo Raj, Cloth Market. 

8. Datta Ram Ram Bilas, Cloth Market. 

9. Kunj LaJa Balkishan Das, Katra Tomaku. 

10 . Gopal Rai Amba Pershad, Katra Tomalm. 

11. Pir^m Sukh Das, Kursihgh Das, Cloth Market. 

12. Narain Das Bhagwan Das, Cloth Market. 

43 Ishwar pas Nirbho Ram, (3loth Market. 

14. Nathu Ram Ram Narain, Cloth Market. ' 

15. Shed Ram Dass GdpM Chand, Cloth Market. 

16. Sanwal Das Jaiikidks, Cloth Mktket. 
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17. Jo^ri Ma^ C^iyaa iQbaAd, 

18- Frag Das Mangal Sain, Khari Baoli. 

19. Tulsi Bam Jugal Kishore, Cloth |jarket. 

Chand Mai Gaiiri Shankar, Pahan Dhiraj. 

21. Bhagwan Das Chiranji Lai, Cloth Market. 

22. Dwarka Das Gulraj, Egerton Road. 

23. Panna Lai Sheo Narain, Chaiidni Chauk. 

21. Girdhari Lai Fauna Lai, Egerton lioad. 

25. Lakhmi Chand Ram Kanwar, Egerton Itoad. 

26. Harsukh Rai Munna Lai, Cloth Market. 

27. L. N. Gadodia, Kucha Naltoi. 

28. Laohhnii Narain Benarsi Das, Cloth Market. 

29. Gordhan Lai Ram Gopal, Bazar Sita Ram. 

30. Nawal Kishore Khairati l.al, Chandni Chauk. 

31. Ram Chand Hazari I.al {Kesari Chand Bal- 

mokand), Chota Dariba. 

32. Puran Chand Ratan l.al, Naugarh. 

33. Sohan Lai Harak Chand, Chawri Bazar. 

34. Bliana Mai Gulzari Lai, Chawri Bazar. 

35. Madlio R<rtn Budh Singh, Cliawri Bazar. 

36. Ram Lai Sanahi Lai, Katra Kushalrii. 

37. Isri Das Benarsi Da.s (S. K. 1). Baijal). 

38. Hukani ('hand Jagadhar Mai, Dariba Kalan. 

39. India Ram and Sons, New Delhi. 

40. Nanna Mai Janki Das, (Jiawri Bazar. 

41. Johri Mai Sanahi Lai, (^hawri Bazar. 

42. Gordhan Das Sheo Narain, Nil-ka-Katra. 

None of these firms deals exclusively with banking. 
Banking is only a .side-line in their main linsiness, which 
is either cloth, grain, iron sundries or kirana, or gold 
and silver busine.s8, the order in which they a,re mentioned 
here indicating their relative importance. Each indige- 
nous banker does different kinds of banking business in 
varying degrees; but generally speaking their banking 
business is at present more or less restricted to sale ana 
purchase of ddrshani hundis and loans on pro-notes. 

Xt is generally believed that the business of these indi- 
e^pou^ in X^lhi is that snob of 

them ,|ts remain in ,^e bwin^ are gradually shedding a 
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number of banking functions which they used to pOTfomr 
before. The Gazetteer of the Delhi District published in 
the year 1913 mentions the names of about 7 leading 
families of indigenous bankers in Delhi, but an examina- 
tion of this list and its comparison with the list of exist- 
ing bankers indicates that a great change has been brought 
about in the position of these old families among the bank- 
ing firms. For instance, the firm of Lala Matwala Mai 
and Thakurdas, represented by Rai Bahadur Hardial 
Singh in 1912, has ceased to do any banking business at all, 
its representatives Rai Bahadur Madho Parsad being at 
present only a landlord living on the rentals of his pro- 
perty. The firm of Lala Palamal and Mutsaddi Mai, now 
known as Chhunamal Saligram’s firm, has also ceased to 
do banking business. The banking firms of Sheo Singh 
Rai Nihal Singh, represented by Mr. Raghbir Singh, 
though still in the line, has greatly curtailed its 
banking business though only a few years ago its banking 
activities extended to Khurja, Aligarh, Rohtak, Gwalior, 
Muttra, Karnal and Bharatpur. The firm of Rai Bahadur 
Srikishan Das Gurwala, which was founded in about the- 
year 1732. has closed its banking business. Another old 
banking firm of more than 200 years’ standing, namely 
Gulabrai Meharchand, represented by Rai Bahadur Paras 
Das, now lives mainly on the rentals of property. Even 
the oldest of all the banking families of Delhi, Harsukh 
Rai Shugan Chand, does not do any banking business at 
the present time. The firm of Maharaja Lai also men- 
tioned in the Gazetteer has practically disappeared from 
the list of bankers. Among the families mentioned in the 
Gazetteer it is only the Dhuliawala family represented by 
Rai Sahib Minamal Somani, which continues to do any 
appreciable banking business. Local enquiries further 
show that only 15 to 20 years ago not only the number of 
indigenous bankers was very much larger than at present,, 
one estimate placing it at as high a figure as 200, but they 
used to be bankers in every sense of the term. They had 
more deposits than they have at present ; they derived a sub- 
stantial income from hundi business and loans, and they 
thep, dominated the money-market. The position at pre- 
sent is materially different from this state of affairs. There 
is hardly a single banker in the full sense of the term; 
quite a large number of them have been reduced to die 
position of mere money lenders or merchants; and, as has 
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been remarked above, their banking business is at present 
mostly a side-show. 

205. The indigenous bankers in Delhi are even more 
completely cut on from agricultural industry than the 

* shroffs in Ajmer-Merwara; but ^eir 

indigeno^ b^ers and advances against stored produce either 
^c^tor in ustry « qj. through the artias or com- 

mission agents and their financing of 
the movement of the agricultural produ(« are much more 
substantial than is the case in Ajmer-Merwara, It is 
estimated that on an average, Jrd of the working capital 
of the indigenous bankers in Delhi goes out of Delhi every 
year to finance grain and cotton trade in the neighbouring 
mandift. In the grain season they send money from Delhi 
city to the following mandis: — Rohtak, Sarsa, Hissar,, 
Bhatinda. Chandausi, Aligarh, Hapur, Deoband, and 
Shamli, Only a few years ago the cotton trade in Hathras, 
Kosi. Palwal, Agra, Muttra, Karnal, Khurja and Aligarh 
was financed generally by the indigenous bankers of Delhi 
during the cotton season, which lasts for three months, 
Septemlier, October and November. 

They finance the internal trade of the province as well 
as the "export and import trade, but they have lost the 
predominant position which they had in the financing 
of grain, iron, timber, kaseras, and c*otton, which they 
used to enjoy only a few years ago. They keep no deposits 
in any local in(iustrial concern but they help the local 
a>tton industry to the extent of about 4 or 5 lakhs a year. 
They lend money against different kinds of security, 
pro-notes, mortgage of property, gold and silver, stock-in- 
trade, and railway receipts. Formerly they had a subsi- 
diary source of income from the encashment of notes but 
this has now completely ceased. 

206. The working capital of these indigenous bankers 
is partly supplied out of their own capital and is partly 

raised by selling hundis in the market, 
fnndT accommodation from the 

banks, and by attracting deposits. 
Twenty years ago when their business is said to have 
flourished more than it does at present, about gth of their 
working capital was provided by deposits, but at the 
present time they do not generally take deposits except 
irom personal friends and relatives. The more subetan- 
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oi do flpt iftcqe|)t any depwits ; only about «6ve or 
six of them accept demand deposits, that iis, deposits taJoBO 
with an undertakiiig to r^ay at any time Fhen the depo- 
sitor asks for the return oi his money. Except with ^Ethari 
Bapli bankers, there are no current deposits tew which a 
depositor can add when he pleases and Fb^ob he c^n 
withdraw when he wishes. There is no cheque system 
except in the firm of Incharam and Sons. Their deposits 
are all fixed deposits, generally for sixty days. The rate 
of interest varies between 3 and 5 per cent., the maximum 
rate paid by the most substantial of the bankers being 
Re. 0 - 7-9 per cent, per mensem. Established and reputed 
firms do not vary their deposit rates from season to seasop, 
though occasionally the lesser ones pay even 10 annas per 
cent, in the months of October and November if their need 
for money is urgent. The total amount of deposits with 
these bankers does not appear to be a considerable sum. 
The income-tax officers estimate that only Rs. 19,663 were 
paid by the indigenous bankers as interest on the deposit^ 
wijth them; estimating an average rate of 4 per cent, per 
annum, this suggests that the total deposits with them were 
less than five lakhs. Mvddati hnndis or usance bills are 
here also more a method of investing funds than a 
means of raising money. A well informed manager of a 
joint stock bank of the province estimates that nearly 75 
per cent, of these muddati hvndis are held over up to 
maturity, and that the indigenous bankers re-discount 
them with the banks only to the extent of about 25 per 
cent, of the total. They are also used for the purpose of 
accommodating some clients and earning a commission for 
lending the credit and the security of one’s name. Some- 
times even darshani hundis are used for obtaining credit 
for a few days, say about four days. For instance, a 
shroff may sell a darshani hnndi in the Delhi market to- 
day and remit money to the party in Bombay by a tele- 
grapbic draft through a bank on the 4th day as the hundi 
will take two days in transmission and can be delayed for 
payment for two days more in Bombay. Specimens of the 
hujidis in common use are given as an appendix to this 
chapter. 

re-discqjrnting bqth usance and demand bills 
witBithe joint ,§tqok, banks apd exchfnge.banks, cash cradits 
^i^e al§o,aj;tsqiged,withfthP!hanks,,but thisis not so ccunmon 
stbe sa^ qf ^u^dis, because ,Uie latter carries with it 
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greater prestige in the market. Jormi^rly, nearly SiO per 
cent, of the working capital of the indigenous hriiikefs in 
Delhi was secured by rediscounting with thfe Bank of 
Bengal; but at the present time hc^rdir^ to the stiitemfeint 
niadc bv»the Manager of the Northern Tndift Branches of 
the Imperial Bank of India, in his evidence before us. no 
hjclp is required by the indigenous banker^ of Delhi from 
the local branch of the Imperial Bank, it is difficult to 
make an accurate estimate of the total riihbhnt of tKh work- 
ing capital of these indigenous bankers. The manager of 
one of the Indian joint stoc'k banks thought that out of 
the total funds available for investment from the public in 
Delhi, about 44 per cent, found its way to the banks in 
Delhi, 33 per cent, was absorlied by Government securities 
including treasury bills, and 22 per (‘cnt. went into the 
hands of .shroffs. The treasurer of the same hank was of 
opinion that nearly bO per cent, of the ca|)ital employed 
by the shroff.s was their own capital and that only 40 per 
cent, was raised by other means, specially by the sale of 
h'undh in the bazaar. 

207. Loans arc advanced against proniissory notes, 
with or without pledge of ornaments; mortgage of pro- 
perty; or by way of discounting 
i^.an.s and advanoos— jnnidis. Cash Credits too are quite 
(onimoii as a form of inter-lending 
among the indigenoins bankers themselves. Both promis- 
sory uote.s and hvndu are generally written in the Hindi 
character. The mnddati hvvdis are generally for 61 days, 
s<,)metimes 01 day.s and only occasionally for 365 days. 
Hundis for longer periods are very rare in Delhi. Muddati 
hundis are generally held by the purchaser upto the pue- 
date for [)ayinent. But if neoessity arises they are re-<J.is- 
counted, generally in the local market. (Occasionally, 
however, it happens that a person loses for i time His cre- 
dit in Delhi but still retains it in Calcutta and Bombhy, in 
whi,ch case he will have his hundis discounted ht an outsid'e 
ceqtre. Most of the usance bills are genuine trade Hills dr 
HfP® drawn by persons who are generally reputed to do 
genuine trade and biiliness. Hardljr lb per cbht. bf tHe* 
business in usance bills is, for the purpr^ of tkkiiig 
t^e of the curreqt remittance cMrgeS fi^din ofaH plkbe to 
f pother ^r of the difference in the rates of interest in dlifbr- 
ent wmnJbrcmt centres. lTs|ndh IpFkfe of tl^ 

valite of Rs. 2,50(i or Rs. 1,^. EHqdines that IHV 



muddati hwidi was much more extensively used a few 
years ago than is the case at present, and it is widely be- 
lieved that almost the entire trade in gur, ^ain, iron 
and timber used to be financed by means of mudaati kundis. 
Owing to the increase in stamp duty and increji^ in the 
number of insolvents, the use of muddati hundis is declin- 
ing ; and the promissory note is replacing it even when the 
intention of the party is not to pay on demand but after 
a settled interval of time. 

The rate for discounting miiddati hundis generally 
varies between four annas per cent, per mensem in the 
rainy season and 12 annas per cent, per mensem in the 
busy season ; but last year it did not go beyond seven annas 
per cent, per mensem. The actual bazaar rates for dis- 
counting muddati hundis between October 1927 and Janu- 
ary 1930 month by month were as follows : — 

Year. Month. Rate per mensem. 


1927 

October, November and December 

As. 

10 


January .... 

9 


February and March 

8 


April 

10 


May, June, July and August 

7 


October, November and December 

10 

1929 

January and February 

8 


March and April 

9 


May, June, July and August 

6 


September and Octobt^r 

9 


November and December 

10 

1930 

January .... 

7 


The Imperial Bank’s rate does not generally influence 
these bazaar rates, because funds invested in them are 
generally owned by the shroffs and bills offered for re-dis- 
counting to the Imperial Bank are limited in amount. 

The rate of interest on pro-notes varies between 7 and 
10 annas per cent, per mensem in the busy season and goes 
down to 3 annas and 3 annas 6 pies per cent, per men- 
sem in the rainy season. The range of variation between 
the busy season and slack season has remained practically 
unchanged during the last eight years. Interest on loans 
against mortgage of property ranges between 12 annas 
to one rupee per cent, per mensem; and this rate has con- 
tinued for the last 20 years. No loans are advanced by 
any indigenous banker against mortgage of agricultural 
land. For the last fifteen years the rate of interest for 
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loans against ornaments has varied between 12 a^d 14 
annas per cent, per mensem. Loans advanced without 
security for 8 or 10 days are charged interest at 
the rate of eight annas per cent, per mensem. For the 
last 50 years the sahukari rate, or the rate of inter-lending 
among the sahiikarff. is 7 annas 9 pies per cent, per men- 
sem; and it is generally considered derogatory for any 
sakukar to pay a higher rate. Ordinary artias and cloth 
merchants borrow from the shroffs generally at the rate of 
7^ per cent., and the small grain dealers, fruit merchants 
and vegetable merchants have to pay rates varying from 
0 to 12 per cent. 

The figures supplied by the Income-Tax Department 
show that the indigenous bankers in the urban areas realise 
on the whole a net return of a little below 6 per cent. 

In the slack season, June to August, less than half the 
funds in the hands of the indigenous bankers find em- 
ployment in Delhi business; and the indigenous bankers 
either transfer funds to the neighbouring mandis where 
grain is available for sale from May onwards, or offer con- 
siderable amounts to the joint stock banks as fixed deposits. 
The rate on deposits offered by the Indian joint stock 
banks does not always follow the local market rate of 
interest as the banks take into account the average rate 
on which they can get local deposits throughout the year 
and the possibility of investing their funds profitably not 
only in Delhi but also elsewhere. If in the busy season 
indigenous bankers want back their money, they secure it 
by over-drafts against the same deposits at a Higher rate 
of interest. 


The evidence shows that a few years ago some of the 
.shroffs acted as accepting houses, i.e., purchasing hundis 
at a high rate of discount and after endorsing them selling 
them off at a low rate of discount, thus making a profit 
on account of their standing and credit in the money mar- 
ket ; but this sort of business has now disappeared almost 
completely. 


208. There is a large field for remittance business in 
Delhi, but there is also very stiff competition for this 

{'"siness betwren the indigenous 
bankers and other credit agencies. 
A large amount of cash in the form of rupees 
jund notes is sent both by the indigenous bankers and the 



joint ^Ftock batiks to the neighbouring mandis to the east 
as ivell as to the west of Delhi in the cotton and. grain 
Season. The amount of cash (coin and notes) sent to Hapur 
alone by joint stock banks in Delhi is estimated as 
follows : — * 


Year. 


1923 

1924 
1926 

1926 

1927 

1928 

1929 


Amotini. 

LakhB. 

22 

37 

66 

55 

63 

59 

42 


The indigenous bankers not only endorse darsham 
hiindis bought by them from the mandis, but also compete 
with the joint stock banks by sending those hundis direct 
to their artias at Calcutta and Bombay, and by creating 
drawings by their own hundis and selling them in the 
market at premium. Hundis are easily available for 
remittance to Calcutta, Bombay, Karachi, Cawnpore, 
Amritsar, Ahmedabad, Nagpur, Jaipur, Jodhpur, Ajmer 
and Beawar but remittance to Madras, Lahore, 
Peshawar, Indore, Simla and Colombo is done by 
bank drafts alone £ls the indigenous bankers have 
no facilities for remittance to these places. As in 
Ajmer-Merwara, hundis on Bombay and Calcutta are 
often used as a means of settling transactions be- 
tween many small towns inter se. In addition to 
hundis and drafts of banks, currency notes under 
insured covers and supply bills supplied by the Imperial 
Bank are also available; and there is a general complaint 
on the part of these indigenous bankers that isvith the 
opening of the branches of the Imperial Bank they have 
suffered a good deal in the remittance business in places 
where formerly there were no banks. They are obliged, 
therefore, to recoup themselves by charging hi^er 
rates for remittance to places where there are no branches 
of Jhe Imperial Bank or of the Indian joint stock banks. 
The volume of darshani hundis bought from ihe sur- 
rounding mandis cannot be exactly ascertained. A nrniia- 
ger or one of the Indian joint stock banks, however, stat^ 
that his bank ^bne purchased from the indigenous bf^ers 
sixty lakhs worth of demand bills on the ports and toM 



i^ket croreis wojcth ,of dr^tp ^ym 
At the port towns in a sin^ year. 

^^09. There is no regular mark^ in Delhi where dealeiA 
in kundie regularly meet ; but the brokers in the city go 
ir j V * TMi.- round and make the market 

Iiiindt btisiness m Delhi. , , tt i i. a 

known to all dealers by about 
11 o’clock in the morning. If there is a dispute 
about any particular hundi transaction it is settled by the 
pjcu^hayat of indigenous bankers, which meets at the place 
of Bai Bahadur Lala Shri Kishen Gurwala, an old indi- 
genous banker who has ceased doing banking business. 
This 'panchayat has got a regular set of rules and a minute- 
hook of its proceedings. 

The extent of the connection between indigenous 
bankers and organised joint stock banks has already been 
indicated in a general way. The main point of contact 
between the shroffs and the joint stock banks including 
the Imperial Bank, is that the former sell darshani hundis 
in their hands to the latter when they are in need of money, 
re-discount about 25 per cent, of muddati hundis with the 
Indian joint stock banks, and keep deposits with them 
when the market rate of interest is low. On the whole, 
the indigenous bankers get in time of need more credit 
from the Indian joint stock hanks and exchange banks 
than from the Imperial Bank in Delhi. 

There is no relationship whatever between the Delhi 
city bankers and the village money-lenders; but both of 
them are in contact with sahukars in smaller towns. The 
village money-lender keeps his surplus, whenever he has 
got any, with the mofussil town banker or his artia in 
the city ; while the mofussil town banker keeps his deposits 
either with the big shroffs or his artias in the Delhi city. 
Funds move easily between Delhi and the outside centres. 
There is a seasonal flow of funds between Delhi and the 
surrounding mandis. The connection between the mofus- 
sil deAlers, indigenous bankers and banks in Delhi in 
remittance business, is brought out in the following descrip- 
tiqp of the normal method erf remittance described by one 
of the indigenous bankers. 

“,Gur clients In mofussil maitdis come here and sell to 
us darshani hundis for Bombay iuid .Dalcutta. We giye 
9 ^ ^0^ caph rpr tby 

tip atQck fpnks, »our cnnnnipsiqn 
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accepting the hundis at the rate of 1 anna per cent. The- 
banks after three days get their money in Bombay or 
Calcutta; and in case they finance also piece-goods traders 
they get the money back again in Delhi by turning into 
cash the darshani hundi from Bombay on the jliece-gooda 
merchants here; but some of the banks, for instance, the 
Imperial Bank, do not finance the piece-goods traders at 
all, and in their case money sent out from Delhi does not 
return to Delhi in the ordinary course of business. 
Connection with the outside indigenous bankers in places 
like Calcutta and Bombay is maintained through the artwf 
in these places.” 

210. The general reputation of the indigenous shroffs 
in the city of Delhi stands very high and the manager of 

... . _ one of the leading ioint stock banks 

n igenou* s s. tjjg length of Stating that while 

there was some prejudice against the Indian joint stock 
banks, there was none whatever against the indigenous 
shroffs. They are more easily accessible and more accom- 
modating to their clients than a joint stock bank or the 
Imperial Bank; and their ways of business are more in 
accord with the habits and the traditions of the trading 
community. They enjoy, in addition, the advantage of a 
very low cost on establishment, the expense of maintaining 
a branch being in their case only 1/lOth the cost of running 
a branch of a joint stock bank. 

211. There is a general feeling of dis-satisf action 
among the indigenous bankers in Delhi against the exist- 
ing law and legal procedure. They 

Complaints against the complain of the difficulties in recover- 
dure^*°* ing loans particularly in mortgage 

suits in which dishonest pleas of all 
sorts can be raised in defence on behalf of minors, women, 
etc., of the common practice in the courts of the Punjab 
and Delhi not to award interest after the date of decree 
and upto the time of ite realisation, which is generally 
done in the courts of the United Provinces. They consider 
the existing Insolvency Law defective in so far as it makes 
it easy for a dishonest merchant or a banker to declare 
himself insolvent and prolong unduly the proceedings in 
an insolvency application. 

Apart from these difficulties, they find themselves face 
to face with severe competition. They complain that the 
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4cheap money available in the shape of current deposits and 
free Government balances with the Imperial Bank tends to 
squeeze them out of the market and compels them to supple- 
ment their income from Imnking by trading and speculating 
on their o^n account. They feel ve:^ keenly the Imperi^w 
Bank’s competition in the neighbouring mandis of Knurja, 
Hapur and Hathras. They consider it unfair that tne 
Indian joint stock banks should be given any preference 
over them in the matter of rates charged for supply bills. 

212. In the North-West Frontier Province, money-lend- 
ing, banking, and trade are not confined to Hindus 

alone. Quite a large number of 
indigonoM Baiters in Musliius are ill the banking line and 
Province. have their branch omces in Kabul 

itself. Among the Hindus, Khatris 
and Aroras claim a majority of the indigenous bankers, 
though one of the leading banking families is a Multani firm 
of very old standing. The available statistics regarding 
income-tax assessees in the class of urban money-lenders 
and bankers are reproduced below ; — 


North-West Frontier Province. 


Name of Diatriot. 

No. of 
Asseaaees. 

Income. 

Tax. 


Urban. 



i>. 1. Khan and Bannu — 

Rb. 

Rfl. 

1926-27 

169 

9,26,601 

35,935 

1927-28 

156 

7,92.624 

30,530 

1928-29 

231 

7,06,551 

27,829 

Peshawar District — 




1926-27 

273 

8,32,5a5 

65,459 

1927-28 

181 

6,13,a51 

71,060 

1928-29 

249 

10,35,908 

71,642 

Kohat District — 

Urban and Rural. 


1926-27 

*22 

(a) 78,691 

6,214 



(b) 41,307 

1,408 

1927-28 

*12 

(a) 89,482 

6,620 



(b) 46,136 

1.381 

1928-29 . . 

*14 

(a) 80,068 

9,330 



(b) 60,696 

1,760 


* The figures are for rural and urban, 
(o) Stands for Urban. 

(b) Stands for Rural. 



Name Of 2>jjitHot. 

No. of 

Income. 

Tax. 

Hazara tHttrici — 


Ra. 

Rt. 

$■ 

1928-27 

. •iss 

(a) 1,43,126 

5,807 



(h) 7,01,222 

17,471 

1927-28 

. *174 

(a) 1,65,005 

5,032 



(6) 6,28,157 

17,131 

1928-29 

. *163 

{a) 1,79,703 

5,746 



(6) 8,97,022 

22,037 


Local enquiries show that in the market only the follow- 
ing families are considered as real bankers among the- 
Hindus : — 

Pe^hav'ar. 

1. Rai Bahadur Karam Chand Khanna. 

2. L. Amir Chand Lakhtni Chand. 

3. L. Narain Das Chelaram. 

4. L. Ishar Das Ramjidas. 

5. Babu Kanhaiya Lai. 

6. L. Nandlal Ram C'hand. 

7. L. Hukam Chand Duni Chand Shroff. 

8. L. Diwan Chand Gobind Ram. 

9. L. Kishandas Gobind Ram. 

10. L. Sidhuram Duli Chand. 

11. L. Wisanda Ram Balkishen. 

12. S. Bhagat Singh & Sons. 

13. Rai Sahib Mehr Chand. 

14. Seth Diwan Chand Sant Ram. 

Dera Isthail Khan. 

1. Rai Bahadur Sukhuram Chhabil Das. 

2. Seth Tikaya Rain Chokha Ram. 

3. L. Sidhuram fliili Chand. 

4. Rai Sahib Jei^a Ram Hixanand. 

5. L. Gelaram Kishandas. 

* The figures are for rural and urban. 

(а) Stands for Urban. 

(б) Stands for Rural, 



m 

Kokat. 

1. Messrs. Buta Mai Parmanand. 

2. Eai Bahadur Sardar Makhan Singh & Sons. 

3. Rai Sahib Mathradas. 

Hazara {Haripu r ) . 

1. L. Diwan Chand Bhola Ram. 

2. L. Jawala Sahai Uttam Chand. 

3. L. Bhagat Sukhdial Amir Chand. 

4. L. Khazana Mai Gauhar Das, 

5. L. Radha Kishan Mohr Chand. 

A hhottahad. 

1. Rai Sahib Seth Chuhar Lai & Sons. 

Very few of these firms do exclusively banking busi- 
ness. The best known firm among the few who do nothing 
else but banking is the Multani firm of Narain Das 
Chelaram, which was established in Peshawar in the days 
of the Durranis and which has its head office at Amritsar 
and branches at Kohat, Rawalpindi, Bombay and Karachi 
in addition to Peshawar. Most of these indigenous 
bankers combine banking with trade in piece-goods, grain, 
sugar and cotton. It is not possible to say with any cer- 
tainty whether the banking business of these firips is on 
the whole increasing or decreasing; the general opinion 
seems mostly in favour of the view that it is declining, 
while the manager of one of the joint stock banks in 
Peshawar felt sure that it was increasing and not declining. 
We could get no reliable statistics either one way or the 
other. 

The indigenous bankers do not finance agriculture to 
any appreciable extent. They generally avoid the agricul- 
turist and have very little connection with the village 
money-lender, though occasionally personal friends among 
both these classes are accommodated. Nor is much assist- 
ance rendered to the local industry as a whole, though a 
number of private individuals have invested in cx)tton 
ginning as proprietors or partners, and finance the hand- 
lepm industry of tungi-making in the city of Peshawar 
oj^ re^onable rate of interest, which vary between 5 and 9 
jgpf cepjt. ^^8 are advance^ against mortgage of pro- 
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perty or pro-notes ; but the general banking business in the 
main consists of financing the movement of the produce, 
remittance business, discounting of hundis, and advancing 
loans against stock in trade. 

213. The general description of the sources of the work- 
ing capital of the indigenous shroffs in Ajmer -Merwara 

and Delhi holds good for the North- 
in^dT West Frontier Province also with only 

slight variations. Formerly the indi- 
genous bankers used to provide themselves with funds out 
of— 

(a) their own capital, 

{b) the deposits received by them, 

(c) sale of hundis, and 

id) loans from one another or from banks. 

But at the present time deposits have declined, and 
not much is raised by the sale of hundis. Even then 
the proportion of deposits to the working capital of the 
shroffs in the North-West Frontier Province is higher 
than in Ajmer- Merwara or Delhi. Estimates of the 
bankers vary ; the minimum estimate is 25 per cent, of the 
working capital while the maximum is 50 per cent. The 
amount deposited with them appears to be substantial in 
the aggre^te. For the city of Peshawar alone, one esti- 
mate is ^ lakhs, as compared with 75 lakhs deposited 
with all the joint stock banks, including the Imperial 
Bank. The rate of interest on deposits varies between 3 
and 8 per cent, according to the standing of the shroff. 
Some of them do not vary the rates in different seasons, but 
some do. Generally speaking, the difference is of about 2 
per cent, between tne busy and the slack season. Most of 
the shroffs do not pay more than 6^ annas per cent, on 
deposits, i.e., per cent, per annum. Big shroffs avoid 
deposits and when they accept them do not vary the rates 
in different seasons. The use of muddati hundts, whether 
as a means of raising money or a form of investment, is 
declining and its place is taken up by demand promissory 
notes which are really intended to serve as muddati hundis. 
Thg bigger shroffs have no connection either with the 
joint stock banks or with the Imperial Bank except so 
far as they sell darshani hundis to the banks whenever 
the bank rate is low. Some of them do borrow from the 
Imperial Bank and rediscount their bills in the busy 
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season. On the whole, they have got more connection 
with the Imperial Bank than with other joint stock banks 
or exchange banks. Exact information as to the total 
amounts of the working capital of the indigenous shroffs 
is not available. Estimates of different bankers differ 
widely, the minimum being 2 crores and the maximum £> 
crores. 


214. The lending business of these firms closely 
resembles that of the indigenous hankers in the other two 
_ . , . . areas; but it is quite common in this 

eir n mg lumess. allow overdrafts to regular 

customers or grant cash credits to respectable persons 
without any security whatever. The sahnkari rate of 
interest for a very short period say for 15 days, varies 
between 4f^ and 5^ per cent., but if the loan is for 
longer periods the rates paid by the smaller shroffs go 
even up to 9 per cent. The rates charged by one of the 
leading firms on pro-notes for 60 days in different months 
of the last year were as follow : — 

Per cent. 


Be»akh (April) . . . . , 

6 

Jeth (May) 

6 

Har (June) 

6 

vSawan (July) 

6i 

Bhadon (August) 

7 

Asuj (September) 

7i 

Katak (October) 

8i 

Maghar (November) 

8i 


The rate of interest on loans against ornaments is 9^ 
per cent., while loans without security are charged interest 
at the rate of 8 to 9 per cent. On muddati hnndis 
some of the leading firms charge half per cent, less than 
on pro-notes. The volume of muddati kundis has 
declined considerably since the increase in the stamp duty. 
In Peshawar the total value of muddati hundis in a 
year is only about 4 lakhs, and that too because of the 
business in rediscounting with the Imperial Bank and the 
Chartered Bank. In the Peshawar bazaar, the hundi 
rates vary between 6 to 8 per cent, in the slack season 
and 7 to 9 per cent, in the busy season; and the general 
opinion is that the rates of the joint stock banks or even 
of the Imperial Bank have very little effect on the bazaar 
rat^ in Peshawar. The big shroffs in Peshawar are" 
generally independent of the joint stock banks, the only 



poiijiJt of qonf^t being they ^metino-es hny bank 4 raft 9 
■pn pl^jep ;^hep tljey have no qrat or icothi of their own, 
sell their surplus hundis to the banks occasionally. 
Their contact with the Imperial Bank is a little closer, 
^hen the Imperial Bank rate is low enough, they find it 

E routable to borrow from it and lend to their clients at 
igher rate ; but when the Imperial Bank rate rises 
they do not necessarily raise their pwn rates unless 
they borrow from the Imperial Bank on the distinct 
understanding that thev will pay 1 per cent, more 
than the bank rate during the stipulated per jpd- ThP 
most flourishing of the indigenous bankers consider 
it derogatory to avail themselves of any facilities from the 
Imperial Bank as they regard it as their competitor. They 
prefer to limit their business to their own resources rather 
than extend it by rediscounting with the Imperial Bank. 
They are thus uninfluenced by the bank rate policy of 
the latter. Against mortgage of property, the rate is 
generally between 7^ and 12 per cent, according to the 
position of the property, but this has a tendency to go 
up owing to the delays in the law courts and the difficul- 
ties of realising money in mortgage suits. On the whole, 
the net earnings from banking are estimated to be between 
4^ to 7 per cent. In fact some of them have been investing 
substantial amounts in Government securities, as owing to 
the depression in trade, quite a number of merchants have 
failed in Peshawar. 

215, In addition to remittance between the marketing 
centres in the North-West Frontier Province the indigen- 
ous shroffs do a considerable amount of 
Remittance business. remittance business between these 
centres and big cities like Karachi, 
Bombay and Calcutta. According to one estimate the 
total volume of hundis on Bombay and Karachi aggre- 
gates to about 2 crores each. In the tvity of Peshawar 
the rates of remittance have gone down consider- 
ably owing to the cheap remittance facilities offered by 
the Imperial Bank, and some of the leading indigenous 
bankers have been compelled to lower their remittance 
charges to 6 pice per cent, in order to maintain their posi- 
tion in the market against the Imperial Bank. These 
leading shroffs then gain practically nothing by remittance 
business except the use of money for about 4 or 5 days, for 
they have to pay 4 pice per cent, for Telegraphic Transfers, 



2f pies ^er cent, to the broker who sells the kunctis, 1 pie' 
per cent, for expense on telegrams. Where there are ntS* 
banks, they, however, gain substantial amounts by remit- 
tance. For instance, one of the firms charges 8 annas per 
cent, on’ remittance to Chamaii where there is no bank. 
The indigenous bankers in the city of Peshasear have got 
connections with mofussil bankers of Mardan, Dera Ismail 
BJhan. Charsada, Nowshera, Abbottabad, Haripur. 
Mansehra, Bannu, Thai, Hangu and Parachinar. Some of 
them have got their arat arrangements even in Kabul. 
E^ven small towns like Utmankhel. Kurram, Dargai, 
Jlathian, Punondheri and Takht-i-Bai have now direct 
banking connections not only with Fevshawar but also with 
Amritsar, Karachi, Bombay and other distant places. 
But with the growth of mofussil towns and their develop- 
ment into great centres of trade, the local shroffs and 
bankers are attracting local deposits and getting to be more 
and more independent of the big shroffs in cities like 
Peshawar. Some of these cannot employ their funds 
throughout the year; surplus funds, therefore, find their 
way into Peshawar. Money moves from one rural centre 
to another and from rural to urban centres if there is a 
difference of 1 to 2 per (cnt. in the rate of interest. But 
this movement of funds is a limited one owing to the fact 
that the busy season in different rural and urban centres 
generally coincides. Between Peshawar and Haripur, 
however, money moves to and fro more freely, because the- 
ghee season in Haripur does not exactly coincide with the 
busy season in Peshawar. Generally, money moves from 
Peshawar to Dera Ismail Khan in the form of Kabuli 
coins, as the return in Dera Ismail Khan is somewhat 
higher. During about H months preceding each season, 
money from the mofussil generally flows to the provincial 
capital as the mofussil trade has no use for it. 

216. The indigenous shroff is generally held in high 
esb^m in this province also. In fact the best merchants 

prefer to deal with the leading indi- 
genous shroffs rather than with the 
vinoe. banks, , because tney are generally 

’ believed to keep £he secrets of their 
cliehts hnd to Have their welfare at heart, and are bound 
^‘ihem by long-standing ties. 

. Thetr ^bitking ex]^ris€« are very much lower than those 
OT the joint stock banks and their methods of business are 
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more in accord with the traditions and ways of the trad- 
ing communities in the province. 

217. The preceding review discloses several deficiencies 
in the system of indigenous banking. In the first place, the 

shroffs are cut off from all contact 
with the agricultural industry, even 
though they are willing to lend at rates 
of interest below 6 per cent, in the season when the 
a^iculturist producer needs financing. In the second 
place, there is a general feeling of hesitation among the 
indigenous bankers in using fully their funds because of 
the difficulties in recovering money. Thirdly, from the 
point of view of the interest of the country as a whole, 
there is insufficiency of banking funds with an agency 
which alone can get into intimate relations with the public. 
Deposits are avoided by the indigenous banker because 
he keeps no reserve against it, and the mnddati hundi is 
getting into disuse because of the stamp duty and is not 
generally employed for raising funds for financing trade 
and industry. Neither the pro-note nor a running account 
against which loans are granted can be rediscounted. 
Loans against mortgage of property are against the prin- 
ciples of commercial banking which should have its assets 
in a liquid form and should deal in only short period 
loans. There is a wide-spread distrust of the Imperial 
Bank among the bankers because it competes with them, 
and competes in their opinion unfairly by means of free 
funds from Government. There is no effective contact 
between the indigenous bankers and the Imperial Bank 
with the result that the Imperial Bank’s rate is ineffective. 
And while there is some feeling of mutual help among 
members of the same caste, there is no association of indi- 
genous bankers to keep up the standard of banking or de- 
vise measures for the furtherance of their common interests. 

Our review brings out likewise the importance and 
strength of indigenous bankers as a financing agency for 
trade in these Areas. The evidence of the representatives 
of both the Indian joint stock banks and the Imperial 
Bank shows conclusively that they are at present the 
cheapest agency for extending banking facilities and that 
it is impossible to bring India into line with other pro- 
gressive countries in respect of banking facilities except 
through the development of this agency. The Imperial 
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Bank is unable to utilize its lai^ Government baJances in 
me hot weather; and the Manager of the Northern India 
Branches of the Imperial Bank frankly admitted in his 
eviden<^ before us that there would be no difficulty in 
oxtending the financing of agriculture in the sowing sea- 
sons, in reducing interest on loans against ornaments, in 
extending all kinds of business particularly loans against 
ornaments, remittance business and rediscounting of bills, 
in introducing cheques in vernacular, and in reaching 
places where no bank can be established, if the Imperial 
Bank could work through suitable agents and the indi- 
genous shroff could be linked more closely with the 
Imperial Bank. On the other hand, signs are not wanting 
to show that the indigenous banker cannot stand in isola- 
tion, if he is to survive. The competition of the banks, 
particularly of the Imperial Bank, is already adversely 
affecting his business in the cities; and the world tenden- 
cies point to an increase in the size of the banking unit 
as the result of competitive forces. He can avert his gra- 
dual extinction only if he is linked more closely to organised 
banking. In our opinion this can be done in three 
different ways, viz. , (1) by making him a recognised shroff 
with certain privileges in return for definite obligations 
imposed on him, (2) by appointing him a guaranteeing 
agent of the Imperial Bank or a joint stock bank; and (3) 
by transforming him into a discounting and accepting 
house. It is not necessary to compel every one to fall into 
any of these three categories, it is enough to make it 
worth his while to do so. We are not in favour of insist- 
ing that the recognised shroffs shall do nothing else but 
banking; for this will only deter the best of them from 
availing themselves of the benefits of our recommendations. 
Moreover, trade and remittance business cannot, in oui’ 
opinion, be completely divorced in the existing undeveloped 
state of the country without detriment to both trade and 
remittance business. 

We therefore recommend in the first place that a class 
of licensed bankers be instituted, and that all indigenous 
bankers paying income-tax should be accorded certain 
privileges in return for certain obligations imposed upon 
them. Under the terms of their license they should be 
compelled, (1) to get their accounts audited by a qualified 
auditor who should draw up an annual balance sheet in 
the prescribed form disclosing among other things the 

BAinsCOH. 
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names of their partners and places of their business; (2)' 
to become members of a shroffs’ association in the near^ 
town and to agree to conduct their business in accordance 
with the rules drawn up by this association; (3) to agree 
not to cliarge beyond the scheduled maximum rates of 
interest for different kinds of business, fixed from time to 
time by the litensing authority on the recommendations of 
the aasociation; and (4) to agree, in case they accept 
deposits from the public, to keep a cash reserve on a scale 
laid down by the Imperial Bank or the Reserve Bank on the 
recommendations of the shroffs’ association against de- 
f)osits received from the general public excluding the de- 
posits of memlxirs of their firms, and to hold it either in 
Government securities or in securities approved by the 
Imperial or Reserve Bank lodged with the Imperial or the 
Reserve Bank, or in balances kept with the Imperial or 
the Reserve Bank. 

In retuim for these obligations they should have in the 
first plate ample facilities for recovery. In all cases in 
which they aie [larties to a suit it should l)e open to them 
to claim a special summary procedui’e for determination 
of their suits as also a sjx?cial summarv procedure for the 
execution of their decrees. A special legal enactment 
or directions of the High Court should lay down that no 
court of law shall at liberty to vary the rates of interest, 
stipulated in the tran.sactions to which these licensed 
bankers are parties, so long as these rates are within the 
prescribed schedule, or to refuse to award interest at the 
same rates after the date of the decree till full recovery 
is made. 

Secondly, they should have a definite assurance that 
the Imperial Bank of India shall not be asked by 
Government to open a branch at a place where the 
licensed indigenous shroff is carrying on his business, 
except after giving an opportunity to the Licensing Board 
to consider the objections of the indigenous shroff within 
a certain time limit and submit its own recommendations 
to Government. 

' Thirdly, a licensed banker should be entitled (a) to 
remit, free of charge, through the post office, sums not 
exceeding a limit laid down by the central poet office in 
consultation with the indigenous bankers’ association oc 
the Licensing Board, to notified places, against a current 
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and never allowed to fall below a certain minimum monthly 
balance ; (b) to remit funds thnmgh the Imperial Bank oTr 
the Reserve Bank at the same rates as are charged to all 
joint stock ibanks subject to the proviso that this will not 
preclude the granting of a differential rebate to any joint 
stock bank or banker whose total remittance in a year 
exceeds a specified amount; (c) to get a substantial rebate 
of duty on muddati hundis varying with the amount of 
muddati hundis used by ea»ch individual shroff in a year, 
provided this is found administratively feasible; (d) to 
nave his hundis rediscounted by the Imperial or Reserve 
Bank on the same terms as joint stock Iwinks, within the 
maximum limits, depending on his credit position in the 
market, fixed by the lm|>eral or Reserve Bank in each case 
on the recommendation of the association of licensed indi- 
genous bankers, provided that this will not in any way 
fetter the discretion of the discounting authority to refuse? 
or limit the advance to any particular indiviilual . and (e) 
to repawn ornaments with the Imperial Bank or the 
Reserve Bank at a rate that leaves him a fair margin on 
advances against gold and silver ornaments under condi- 
tions prescribed by the Imperial Bank or the Reserve Bank 
from time to time. 


Fourthly, in cases of application for declaration of 
insolvency by a licensed indigenous banker, it should be 
obligatory on the court to ask the hx^al shroffs’ ass<x!iation 
to elect a committee <*f four or five persons to examine and 
audit the account b(K)ks of the licensed indigenous banker 
and investigate the applicant’s fitness to be declared an 
insolvent before adjudicating him an insolvent. 

In our opinion it w'ould not be enough to carry 
out the recommendations contained in the preceding para- 
graphs. Attempts should lie made to link some of the 
indigenous shroffs even more closely to the Imperial Bank, 
and we therefore suggest that in |)laces where there is 
neither a branch of a joint atcjck bank nor that of the 
Imperial Bank at present, the Imperial Bank may, on the 
initiative of the Licensing Board, appoint, from among 
the licensed shroffs of the province, an agent on salary or 
commission basis on the following conditions ; — 

(t) The agent shall guarantee a fixed minimum 
amount of business. 


jf 2 
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{it) The agent shall give a limited guarantee against 
losses arising out of the agent’s mismani^e- 
ment. 

{iit) The agent shall bind himself not to do any busi- 
ness with the bank’s money or ke#p his own 
goods in the godown of the bank. 

{iv) The agent shall bind himself not to engage in 
speculation or combine trading with banking 
proper. 

(v) The agent shall remit without undue delay to 
the nearest treasury all deposits received on 
behalf of the Imperial Bank except a certain 
minimum balance agreed upon in the beginning' 
of each year. 

(vi) Subject to limits fixed in each case by the 
Imperial Bank, the agent may be authorised to 
open and receive current accounts on its behalf, 
withdrawable by cheques as a matter of right 
only on its nearest branch, but as a matter of 
practice, if timely notice be given, also on the 
agent, to a limited extent notified from time to 
time. He may also be given limited authority 
to advance loans against ornaments or against 
produce kept in the Bank’s godown, on a short 
notice to the provincial head office of the 
Imperial Bank and under conditions prescribed 
by the Imperial Bank from time to time. 

(vii) The Imperial Bank shall on the recommendation 
of the Licensing Board impose such restrictions 
on the agent as regards rates of interest as will 
prevent unfair competition with independent 
shroffs and branches of banks. 

We suggest that the composition of the Licensing 
Board referred to in the preceding paragraphs should be 
as follows : — 

(a) Three representatives of the local shroffs associa- 

tion. 

(b) One representative of the Imperial Bank of India. 

(c) One representative of the Indian Joint Stock 

Banks. 
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(d) One representative of trade and commerce 

nominated by the Local Oovernnient on the 
recommendation of the local chambers of com- 
merce, if any. 

(e) An economist, or a public man interested in bank- 

ing, nominated by the Local Government. 


218. We are further of opinion that it would lx; worth 
while to throw special inducements to some shroffs to 

Facilities suggested. S tO the fuilCtioUS 

01 discounting and accepting houses, 
and to agree not to engage in any trade except juirchase 
and sale of gold and silver or strictly commission or agency 
business on behalf of other traders, and not, to draw muddaii 


hundis themselves but only discount oi- endorse hundis 
drawn by others. We, therefore, recommend that the 


Imperial Bank, or the Reserve Bank, should in its redis- 
counting policy give a preferential treatment to those 
shroffs who agree to accept these limitations on their busi- 
ness, in the matter of litnits up to which bills discounted 
by them ■will be rediscounted, and the Government should 
give a larger rebate on the duty paid on the muddati hundis 
by such shroffs. 


219 We have already pointed out the importance of 
the hundi, both as an instrument of remittance and as a 
^ means of raising money for a short 

mportance of un i period. Wc regard it as es.seritial to 

the success of the scheme we have outlined above that the 


use of hundis particularly vvvddnti hundis shonld be in- 
creased considerably. We. therefore, think it desirable to 


encourage the use of a standard form of hundi printed in 
English as well as in the language commonly employed at 
present in each province by selling it a little eheaper than 
the ordinary stamped hundi paper. Wo recommend that 
the duty on usance bills be reduced by half, and that it the 
system of rebate is administratively feasible, a rebate on 
the reduced duty be granted to all shroffs who used in a 
year hundis exceeding the value of Rs. 10,000 in the aggre- 
gate, the rate of rebate increasing with the total amount of 
muddati hundis used, on a progressive scale. In view of 
the fact that bills of exchange payable more than one year 
after date or sight were at no time common here, and the 
bazaar does not look with favour on any hundi of a longer 
duration than one year, we recommend that bills of ex- 
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change payable more than one year after date, may be 
excluded from the benefit of the suggested reduction of 
duty. The Provincial Governments will no doubt have 
to face a loss of revenue, but as the Centrally Administered 
Areas are financed from the budget of the Goverifbient of 
India, we consider it unnecessary to make any suggestion 
as to the compensation to l)e j)aid to the Local Governments 
for the loss involved on account of the reduction of the duty. 
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APPENDIX I. 

English Jranslation of the biffekent forms of ^/rN;;/> in use 
IN THE Province of Dki.hi, 

HMfidi* 

May God alwa 3 ^s protect us. 

Opulence obtained, with salutations io (lanesli 
(God of wisdom and destroyer of all worries) to good 
place Lahore written to brother Kishan Singh from 
Lahore, Jumna Das sends greetings. Further have 
drawn on you one humli for Its, 1(H) (in words, 

Rupees One Hundred), half of which is Ks. 50 and double of that is 
payable. Paid here by brother Karan Singli. 21 days after tho 
i2tli day of the first half of the month of Jaith pay to bond fida 
person, cash rupees, current coin of the market, bearing the 
King’s effigy, at the correct place, pay with due care. 

Hvn<li written on the — day of the first Imlf of the itionth 
of Jaith in the year . 


Back of Hundi. 

74J written to Bliai Kishan Singh, address Dabbi Bazar, 
Lahore City. 



In words, Rupees One Hundred, one-fourth of which is Rs. 25 
of wliicli four times the amount i.s to be paid. 

(ii) Painth or Duplicate, 

May God always protect us. 

Opulence obtained, with .salutations to Guuesli 
(God of wisdom and destroyer of all worries) to good 
place Lahore written to brother Kishan Singh from Is 1 
Lahore, Jamna Das sends greetings. Further have S v 
drawn on you one hundi for Rs. 100 (in words 

Rupees One Hundred), half of which is Rs. 50 and ^ 

double of that is payable. Paid here by brother Karan Singh, 21 
days after the 12th Gay of the first half of the month of Jaith, was 
written to pay to bond fide person, cash rupees, current coin of the 
market, bearing the King's effigy, at the ooxrect place, pay with 
due eare« 
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The holder says that the hundi has been lost. If the hundd 
has l>een lost, then after consulting your cash book, ledger and 
scroll book, accept and pay the duplicate. If the hundi is pre- 
sented first, the duplicate will become void and if the duplicate 
is presented first, the hundi will become void. One of the two 
documents is to be paid. * 

Hundi written the twelfth day of the first half of the month 
of Jaifli in the year 1934, of which the duplicate written the 
fourteenth day of the latter half of the month of Asarh in the 

year 1934. 

(Sd.) JAMNA DAS. 


(Back of Duplicate.) 

74 1 written to Bhai Kishan Singh address Dabbi Bazar, 
]>ahorc city. 


Painth. 


* In words, Uiipees One Hundred, one-fourth of wdiieh is Rs. 25 
of which foui’ times the amount is to be paid. 

(Hi) Parpainth or Triplicate. 

May God help us. 

Opulence obtained, with salutations to Ganesli (God of wisdom 
and destroyer of all w^orries) to good place Lahore written to 
brother Kishan Singli, Jamna Das sends greetings. Kurther 
have drawn on you one hundi for Rs. 100 (in words, Rupees One 
Hundred half of Avliicli is Rs. 50 double of tliat deposited here 
by brother Karam Singh on the 12tb day of the first half of the 
month of Jaiih. It was written to pay, 21 days after, to bond fide 
person cash rupees, current coin of the market, bearing the King’s 
effigy, at the correct place, with due care. 

The holder says that the hundi has been lost so a painth or 
duplicate was w^ritten. To-day the holder says that painth or 
duplicate is lost, therefore a parpainth should be given. So after 
consulting your cash book, ledger, and scroll book, accept and 
pay the duplicate. If hundi or painth is presented first the 
parpainth will become void and it parpainth is presented first 
the hundi and painth will be void. Of the three documents only 
one is to be paid. 

Hundi written on the 12th day of the first half of the month 
of Jaith, painth written on the 14th day of the first half of the 
month of Asarh and the Parpainth written on the 2nd day of the 
second half of the month of Sawan in the year 1934. All the three 
documents bear Samhat 1934 and signatures of Jamna Das which 
should be seen. 
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(Back oi Triplicate.) 
74| written to Bhai Kishan Singh. 


Parpainih. 


In words. Rupees One Iliindied, oue-fourth of whieh is Ks, 
of wliich four times the uinouiit is to f>e paid. 

(ir») Chit hi or I jet ter. 

May God help us. 

Opulence obtained, with salutations to Gancvsh (God of wisdom 
and destroyer of all worries) to pood place Lahore written to 
brother Kishan Singh, Jamna I)as sends greetings. .Further 
have drawn on you one hnndi for lis. 100 (in words, Rupees One 
Hundred) deposited by Karam Singh, 21 days after the 12th day 
of the finst half of Jaith to bo paid to the hand fide persoiy casn 
rupees, current coin of the market, bearing tlie King’s effigy. 

The holder says that the hundi has been lost so a iminth was 
written; again the painth was lost and then a pnrpainili was 
written. To-day the holder says that the parpninth is also lost 
and so now a chithi or letter should be given. So after consulting 
your ca.sh book, ledger and scroll book accept and pay the chithi 
or letter. Of the four documents only one should be paid. Hundi 
written on the 12th day of the first half of Jaith^ pninth on the 
14th d«ay of the first lialf of the month of Asarhy the parpainth 
on the 2nd day of the second half of the month of Sawan and the 
chithi on the 14th day of the 2nd half of the month of Ma()h 
Savibat 1934. See in all the four documents the signature of 
Jamna Das. 


(Back of chithi.) 

74| written to Bhai Kishan Singh. 


Chithi. 

Rs. 100. 

In words, Rupees One Hundred, one-fourth of which is Rs. 25 
of which four times the amount is to be paid. 


(v) Receipt of Khokha (Discharged hundi). 

May God always protect us.. 

Opulence obtained with salutations to Ganesh (God of Wisdom 
and desJipyer of all worries) to good place Dwarka. T^ettef 
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written io brother Hari Chand from Sheo Dass who sends g^eet- 
iiigTB, We had received for collection hujuli for Rs. 65 (Rupees 
Sixty-fire) payable to Mohan Lall, on Kunj Behari Lall, favour- 
in^ Gordhun Das, payable 21 days after the seventh day of the 
latter halt of Mangsir to bond fide person cash rupaes in the 
<'urrency of the market. The above hnndi has been presented. 
AV^e have received the money and credited to yon. We have not 
given the discharged Juindt as we have h)st it. So we grant this 
leeeipt. Dated the 2nd dav of the latter half of Chait Samhat 
1934. 


(Sd.) SHEO DASS. 


(vi) Tikri, 

May God always protect ns. 

Opnleiiee r)l)tained, with salntai ioji.s to Ganesh (God of wisdom 
and (lestroyei of all worries) to good place Dwarka. Lettei written 
to brother Mohan Lall from Har Dayal, who sends greetings. We 
had sold hundi for lls. 65 fSixty-five) from Dwarka on Sanwal 
Das, by Radha Kishan, favouring Ladli Pershad, dated 10th day 
of Bhadon Sambat 1934, payable to bond fide person, in the 
cuiTency of the market, to brother Baldeo Sahai Gopi Nath w^ho 
informs \is that th / h ^ anj^aid. If this Hundi has been paid 
w’ell and good. If not please pay this hundi as stated in this 
letter debiting the amount to our account and leturn tlie hundi 
iineijdorsed to us. 

Letter written 11th dav of the latter half of Kotak, Sambat 
1935. 


(Sd.) HARDAYAL. 


(^ B . — This is not the form pjenerally used in the rase of a Tikri. The 
usual prnctice is to insert tlie name of the Tikri irala on the top right hand 
corner of the hundi itself.) 
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APPENDIX II. 

Sri-CIMENS OF HVMMS RKi FlVl l) FROM AjMIU BaNKEES. 

* Hundi payable at sight. 

Begins in the name of (Itnl attfi visiml (Moupl iments. 

Whereas Bs. 1,000 (Bs. One thousand only) viouble of Bs. 500, 
the half, have been deposited here by (name of depositor) on 
(date of deposit) hence on iieceipt of shahjng hundi the amount 
must be paid in current coin. 

Date of issue. 

Signatures of owner or munini of the firm. 


Hundi payable after a specilied period. 

After usual (‘omplinients. 

Whereas a sum of Ks. 1,000, the dnul>!e of B^. 500, the half, 
has been <lej)osited here by (name of (le]a)sit()r ) on (date of deposit) 
you are hereby asked to pay the amount of thi> shah jof/ hundi in 
<*urrent coin after days on maturity. 

Date of issue. 

Signatures. 


Fir<t Letter of (‘redit. 

After usual (ompliinents. 

Whereas a hiuidi for Bs. 1,000 (K^. oiit^ thousand) douhle fd 
Bs. 500, the half, deposiieil !»y (name of depositor) was issued on 
(date of issue); the payee says that the hundi is lost. If so, you 
should carefully examine your Rozmi nudiu, Ledger. C’asli Book 
and Xakal anil then huiumr this letter ot ( nelit, II you have 
already cashed the hundi then this letter ol roedit inay be consider- 
ed as camelled and you may leturn it after reading. We have 
drawn 2 sanads <ui vou but credit for one will be gi^(*u. 

Date of issue. 

Signatures. 


Second Letter of Credit. 

After usual compliments. 

^^bereas a hundi for Es. 1,000. double of Bs, oOO, the half, 
deposited bv payable on sight was issued (*n 

ind a letter of credit for the same was issued on 
; the payee says that bfdh of them have been 
lost. If so Tou should carefully examii»e tb^ Roznamvhn, 

Cash Book and Nakal and then honour this letter of credit. If 
you haye already cashed the hundi or the Ist letter of c redit ilieii 
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this second letter of credit should be cancelled and you may return 
it after reading it. We have drawn 3 sanads on you but credit for 
one only will be given. 

Date of issue. 

Signatures. 

Third letter of credit. 

Greetings from Shroff Panches of to the 

Shroff Panches of 

Whereas a huiuli for Rs. 1,000 was drawn by 
on in favour of payable on sight 

and a letter of credit was issued on but the payee 

says tJiat the hundi, the let letter of credit and the 2nd letter of 
credit, all have ])een lost. If they have been lost you should 
carefully examine your Roznamcha, Ledger, Nakal and Cash 
Book of tlic druwa^e and then honour this letter (Malyarnavia), 
If the hundi or any letters of credit have been cashed then this 
M alyarnavia is cancelled and you may read and return it. Four 
sanads have been drawn upon the drawee but credit for one will 
be given. 

Witnesses (five). 

Date of issue. 

Signature. 


1 ) at- sham h'lnidi. 

Sidh 8ri Boin1)ay Bunder subh sathaner Bbaiji Sri Cliampalalji 
Ram Swa)<) 0 {)ji jog liklii Nayanagar sun Bhimraj Punamchand ko 
jiiliar banchaosi aprench hundi rupaiya 500 akhre panch so ke 
iieine rupaiya arahi so, ke duna pura athe rakhia, Bhai Kaluram 
Pusa Mai pas sao jog rupaiye hundd calan ka dijo — Sainbat 1986 
ka Katik Badi. 

Daskat. 

Mudatti Hundi {Hundi stamp). 

Sidh Sri Nayanagar subh sathaner Bhaiji Sri Bhimraj ji 
Punarnfdiandji jog likhi Nayanagar sun Bhimraj Punamchand ko 
juliar banchaosi aprench hundi naqad rupaiya 500, ke akhre 
rupaiya panch so, ke neme rupaiya arahi so, ka duna pura athe 
rakhya, Bhai Kaluram Poosamal pas the din tinso gunsath, 359 
pu hhe punga sao jog rupaiya hundi chalan ka dijo, Sambat 1986 
ka Katik Badi 11, 

Daskat. 

Chithi, 

Sidh Sri Nayanagar subh suthaner Bahiji Sri Bhimrajji 
Punamchand ji jog Todgarh sun. Hazari Mai Beharilal ko 

juhar banchaosi aprench rupaiya 500, akhre panchso hamare 
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l:hate bahi Bane Chand Kistur Cband Tod^arb wala ne diio, atir 
rasid bbarpai karalijo athe saru kam kaj hove so likhaosi* 
8ambhat 1986 miti Katik Badi 11. 

• Daskat. 

Chithi, 

Sidh Sri Xayana|**ar sub suthauer Hhaiji Svi Bliiiurajji 
Punamchandji jog sri Todgarb sun Hazari Mai Beharilal ko jubar 
I>anclui 08 i aprencb rupaiya 500, akhre paneli so, hamare kbate so 
Otarmal Cbaturbbuj Ji ke kbate jama Kama rasid likhano bhej 
dijo; atbe saru kam kaj hove so likhaosi. Sinnbat 1986 Katik 
Badi 11, 

Daskat. 
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CHAPTER XXII. 

« 

Joint Stock Banks including Exchange Banks and the 
Imperial Bank of India. 

220. Besides the indigenous shroff, whose activities ive 
have noticed in the preceding chapter, we have in these 
introdu Areas several branches of the Indian 

joint stock banks, exchange banks and 
the Imperial Bank. Among the Indian joint stock banks, 
the Central Bank of India operates in Delhi; the 
Punjab National Bank in Peshawar, Dera Ismail Khan and 
Delhi ; the Peoples' Bank of Northern India in Peshawar 
city, Peshawar Cantonment. Hoti-Mardan, Kohat, Now- 
shera, Bannu, Dera Ismail Khan and Delhi; the Lyallpur 
Bank in Abbottabad, Bannu, Dera Ismail Khan and Delhi ; 
the Muslim Bank in Peshawar and Delhi the Frontier 
Bank in i^eshawar Bannu, Dera Ismail Khan, Kohat, 
Lakki and Delhi, and the Bharat Bank in Delhi only. Of 
the Exchange Banks, the Chartered Bank of India, 
Australia and China has branches in Peshawar and Delhi, 
while the Mercantile Bank of India and the Lloyd’s Bank, 
and the National Bank of India maintain a branch each in 
Delhi only. The Im]>erial Bank of India has four branches 
in the North-West Frontier Province one each in Peshawar 
city, Peshawar Cantonment, Abbottabad, and Nowshera; 
two in the Province of Delhi, one in Old Delhi and the 
other in New Delhi ; and one in Ajmer. None of these banks 
publishes any separate statements for their branches; and 
except for a few details given by the Imiierial Bank and two 
Indian joint stock banks we have not been able to obtain 
any statistical information regarding the operation of the 
joint stock banks in these three provinces. We have there- 
fore to content ourselves with such information as could 
be gathered from the evidence tendered before us and from 
personal interviews which members of the Committee had 
with agents of some banks. 

221. The Indian joint stock banks make a special 
effort to attract deposits. Most of the deposits are fixed 

deposits generally for 6 or 12 months. 

* and rarely for more than one year. 
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Even in a bank which makes a special effort to encourage 
saving deposits, 50 per cent, of the deposits are fixed 
-deposits, and only 25 per cent, current deposits and 25 per 
cent, savings bank deposits. In other banks the jiropor- 
tion of fixed deposits is very much higher. I'or fixed 
•deposits the rates are substantially higher than for savings 
«or current account deposits. They tluis get the hulk of 
their funds at a much higher rate of interest than the 
Irn]ierial Bank and the excliange banks which have a much 
larger proportion of current deposits, for which they jiay 
nothing or practically nothing. Very few’ indigenous 
bankers keej) de|)osits wuth them except occasionally when 
the bazaar rate of interest is lower than their deposit rate. 

222. In the abseru'e of statistical information, it is not 
possible to .say with any reasonable certainty how much of 

the amount collecte<l by way of deposits 
j\ctivities of joint suick jj^vcsted bv thcsc bauks hxallv ; but 

liankK. 1 ■ 1 ^ • 1 * 

the general treiui ot evnlence suggests 
that in most cases the local inve.stments are much less 
than the deposits. 'I'hey .shun the agriculturist even more 
than the indigenous banker. None of them finances local 
industries. A few years ago substantial amounts w'ere 
advanced by Indian joint sttx’k hanks in Delhi against 
mortgage of {irofierty ; but this has now declined consider- 
ably. Of the two joint stock banks in Delhi which favoured 
us with percentages to the total of the different kinds of 
investments made by them, one liank has invested in 
mortgages finly 2-3 |)er cent, of its total invjwtments, the 
other only 7 |X!r cent. 'Fhe |)raetice in Peshawar seems 
to be very nearly the same, for the only hank which 
supplied us information on this point had i^ve^sted 
in mortgages to the extent of only 7| per cent, of its 
total investments. The general tendency is to avoid 
lending against mortgages. As to the other investment.s 
of these two Delhi banks, the first has invested 33 per cent, 
in over-draft and loans, 20 per cent, in the dis<.;ounting 
of bills, 5 per cent- ui demand bills and 30 per cent, in 
•Government securities. The second has invested 38 j>ei‘ 
•cent, in over-drafts and cash-credits. 19 per cent, in loans 
against personal pro-notes, 14} f)er cent, in jewellery and 
fixed deposits, 12^ per cent, in demand drafts and 9^- per 
cent, in foreign bills The business of the Indian joint 
etock banks in demand drafts is increasing. Ixjth in Delhi 
and the North-West Frontier Province. One of the Indian 
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joint stock banks in Delhi sold in a single year as much as 
1} crores worth of drafts on its own branches in port towns 
alone. A large part of this business in demand drafts is 
in reality re-disoounting of darshani hundis of the 
indigenous shroffs in Delhi. The banks also d® a certain 
amount of collection business against railway receipts pre- 
sented by customers who export goods to other places. Bu^ 
their main business in Delhi consists of advances against 
agricultural produce, popularly known as the busi- 
ness of khatis in the neighbouring mandis of Delhi, 
B.g., Hapur. The banks take possession of khatis of grain 
or cotton and advance 60 to 80 per cent, of the estimated 
value of the produce stored in them. They have a limit on 
the amount of business in demand drafts or usance bills or 
cash credit, which they consider safe to transact with each 
client. This limit is fixed according to the general stand- 
ing and reputation of each party and is not automatically 
raised according to the amount of the bond fide trade trans- 
actions done by the parties in any particular season- It is 
only in the case of loans against documentary bills that 
there is no limit except the margin of 10 to 20 per f’ent. for 
safety. 

The rate of interest charged by the Indian joint stock 
banks varies with the season. It is never le.ss than 1 per 
cent, over the Imperial Bank rate with a minimum of 3 
per cent. Of the three banks in Delhi which have supplied 
figures to us, the maximum rate of one has never gona 
beyond 8 per cent, during the last five years, that of the 
second went up to lOJ per cent, and that of the third even 
to 12 per c;ent. The minimum rate of interest in two cases 
was 6 per cent, and in the third case 7^ per cent. The- 
rate for discounting mayadi hundis is generally per cent- 
less than this, as the borrower has to pay the stamp duty. 
Against house property the rate charged is generally 9 per 
cent, and never less than 8 per cent. The general rates of 
interest in Peshawar in the busy season are higher than 
those in Delhi . The rate for loans on pro-notes rises in the 
busy season to 9 per cent, in Delhi, but in Peshawar it 
goes, up sometimes even to 12^ per cent. 

The Indian joint stock banks do not feel -the competi- 
tion of the indigenous bankers ; but they complain of severo 
competition (1) % the exchange banks because of the cheap 
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money they are able to get by way of current deposits, (2> 
by the Imperial Bank b^ause of the free funds of Govern- 
ment, and (3) by the co-operative central banks because of 
the high rate of interest which they offer on deposits, 
coupled Vith Government patronage to them. They also 
complain of the inordinate delays in the execution of decrees 
, and the disputes that arise about title to property in fiiort- 
gage suits. 


223- We have liad no evidence from the exchange banks 
except* a general memorandum by the British memlx^rs of 

the Associated Exchange Banks sub 
X ange Mt a. Hiitted to the Indian Central Banking 


Enquiry Committee. It gives us no detailed information 
either as to the volume of business or the kinds of business 


transacted by exchange banks o])erating in these Areas. 
We can only say in a general way that the exchange banks 
compete with other credit agencaes in every kind of bank- 
ing business and practically monopolise the financing of 
trade in commodities imported from foreign countries into 
these Areas. When goods are shipped to India, bills are 
invariably drawn again.st them, and the exchange banka 
either make advances against these documentary bills or 
else accept them for collection on l)ehalf of the shippers. 
The gocxls usually arrive at their port of destination before 
the relative bills mature and these banks clear and store the 


goods as vsoon as possible. The rate of interest on clearing 
charges has been fixed by the Delhi Exchange Banks 
Association at as high a figure as 10 per cent, per annum. 
In order to enable the importer to retire his hills easily, the 
exchange banks are generally willing, upon the arrival of 
the goods, to grant him a loan against payment of a margin 
and clearing and duty charges. This margin is generally 
20 per cent. On account of the large number of hills sent 
to them for collection, these exchange banks generally have 
surplus funds in Delhi, which they remit to ports by buying 
darshani hundis of the indigenous bankers or Telegraphic 
Transfers of the Imperial !^nk of India. 


224. The Imperial Bank of India is treasurer to Govern- 
ment and local bodies, and owing to its prestige as such is 

able to attract considerable deposits 
m imperiri Bank of Areas at cheap rates of 

” interest. The deposits are the largest 
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in Delhi; the North-West Frontier Province follows next, 
■and A jmer- Merwara takes the third place. The mimber of 
depositors keeping current accounts and Savings Bank 
Accounts has increased appreciably in all the three pro- 
vinces, but the number of those who keep fixed deposits with 
it shows a perc‘ej)tible decline in two out of these three areas. 
'J’he total amount of defwsits has increased in two of these ' 
provinces and fallen in the third; w'hile the amount of fixed 
^dejwsits has fallen in two and has increased in the third. 

225. Only a small jwrtion of the amount collected .as 
dej)osits by the Imj)erial Bank in these Areas is actually 

utilised by it for the purpose of financ- 
How fill t hr imjipnai local trade and industry; and as a 

trade and industry. rcsult ot Opening branches ot the Im- 

perial Bank there is a marked tend- 
ency to divert a very large portion of lotnl funds from local 
trade and industry to other provinces. 


226. Turning to ]oc*al investments in these Areas, we 
find that the total of its loans granted and inland bills and 


Tlip Imperial l^ank’.s 
local investment. 


bills di.scminted has increased, during 
the years 1925-29, in two of these Areas 


and decreased in the third. It has 


advanced nothing on the security of agricultural land. 
Recently the bank has started a system of granting loans 
against gold ornaments at 7 per c“ent. interest and this kind 
or business is increasing, but has not yet gained any con- 
sidej’able j)Opularity among the agric^nlturists. It advances 
to co-operative central banks loans against Government 
securities, but no amounts have been advanced to the Delhi 


Co-operative Central Bank on the security of promissory 
notes of its societies. The Imperial Bank in these Areas 
plays no part in financing manufacturing concerns. Its 
rate of interest in the busy season is far too high even for 
the .seasonal needs of the cotton industry in Delhi. It, 
however, advances substantial amounts against produce 
stored in mandis in the neighbourhood of l^lhi, blit these 
advances are generally made to commission agents, who in 
turn finance agriculture. In recent years it has not financed 
the piece-goods trade to any appreciable extent. Its ad- 
vances against hundis have declined considerably in two of 
the three Areas during the four years 1925 to 1929. Its 
business in demand drafts in Delhi and North-Wekt 


Frontier Province appears to be a growing one, and it is 
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estimated that it provides nearly 50 per cent, to 70 per cent, 
of the finance required for moving produce out of these 
provinces. Jt not only redisamnts the demand drafts of 
the indigenous shrofi's but al.so buys them direct from the 
dealers id the market. The rediscounts are comparatively 
few, and there is more and more direc't competition between 
-^he indigenous bankers and the Imperial Bank. The 
indigenous shroff, however, derives indirect helj> from the 
Imperial Bank in this business. At places which the Ini- 
perial Bank cannot reach, he goes out and buys drafts. Me 
then sends them direct to the port and obtains a return of 
the funds by drawing drafts through the Inqierial Bank or 
his agent at the port. 


227. The most encouraging feature of the results 
achieved by the Indi.in joint stock banking is the beginning 
„ . „ , ... they have made in fostering cheque 

CjilOWt'il Ol CnCQtMJ ilADlt* I I • 1 Pa 

luibit. 1 he alxilition of stamp duty 
on cheques has undoubtedly stimulated this habit, specially 
among ))eisons with, comparatively small incomes. From 
the figures supplied to us by the Imperial Bank of India 
we find that during the period 1925 to 1929 the numlier of 
current .accounts with its branches in Delhi increa.sed by 68 


per cent, wliile the nurnlier of cheques issued rose by 105 
{)er tent. The average amount per cheque, however, 
decreased from Rs. rl, 600 . in 1925 to Rs. 2,19:1 in 1929. 


In the case of tlie other two Areas, there has been no ajipre- 
ciable increase in the mimlier of current accounts but the- 


number of cheques issued in 1929 increased by 2:3 per cent, 
in the North-West Frontier Province and by 55 per cent, 
in Ajrner-Merwara over the corresponding figures for 1925. 
I'he average amount of each cheque was Rs. 1,122 and 
Rs. 1,174 respectively in 1925, and Rs. 1,111 and Rs. 749 
in 1929. The Indian joint stock banks do not appear to be 
making sufficient efforts to popularise their current account.s 
beyond offering a more or less nominal rate of interest on 
them It is sometimes argued that the keeping up of petty 
acxMJunts is not as a rule remunerative to banks, but it must 


be remembered that as long as the Indian joint stock banks 
depend for funds mostly on fixed defwsits they will have to 
pay high rates in competition with gilt-edged securities, 
stwks and shares, etc., and will be obliged to charge in 
return high rates of interest on loans, which is bound ter 
miBtate against the growth of their business. 
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We regard it as essential for the development 
hanking habits to stimulate the use of cheques- Govern- 
ment and public bodies can play a great 
iMue w»d «iccept«nce of part in the development of the cheque 
and public bodie«. , habit, and It IS only proper that they 

should give a lead in this matter. We 
are of opinion that tax collecting departments, law courts^ 
etc., should freelv accept cheques on banks, licensed shroffs 
or central co-operative banks and pay their employees draw- 
ing over JRs. 200 per month by cheques. And we see no 
reason why railway companies should not accept from 
unproved customers payment by cheques on banks and 
bankers. We have recommended elsewhere that the post 
offices should accept freely cheques for deposit in the sav- 
ings bank accounts, and allow a limited number of clients 
to keep current accounts with them under certain condi- 
tions We suggest further that subject to a limit on the 
value of the chefiue and to restrictions as to the number of 


fieri pt in bank accounts 
and cheques. 


tinies per week cheques may be drawn^, cheques should be 
allowed to be issued against savings bank accounts in 
•selected ])Ost olfices and branches of the Imperial Bank, 
firovided that in case of demand for cash payment a few 
days notice is giiam to the office of the bank concerned. 

The cheque habit is at present confined to urban 
areas and to the educated classes who know Engli.sh. A 

few banks at present allow cheques to 
Use of vernacular be signed in vcmacular, but it has been 
stated that difficulties have been 
experienced in deciphering signatures 
in vernacular. We do not consider this objection a serious 
one as banks are staffed mostly by Indians. Besides, a large 
proportion of hundis are signed in vernacular and we have 
had no evidence of any difficulties having been experienced 
in dealing with such hundis. We would suggest that the 
use of cheque forms printed in English with translation in 
the principal language of the mercantile community in each 
province should encouraged and signatures in vernacular 
should be freely accepted in case of cheques collected 
through a joint stock bank or a licensed indigenous shroff. 

2 S 8 . We have considered carefully the question whether 
the Negotiable Instruments Act, 1881, should be amended 
Amendment of the SO that chequcs, bills of exchauM, etc., 
Negotiabk instroments which are expressed on the face of 

them as drawn to bearer should not in 
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any circumstances lose their character as bearer instru- 
ments on account of their having been endorsed. The 
ordinary banking practice in India was to treat all 
negotiable instruments drawn to bearer as negotiable 
by delivery in ail circumstances irrespective of any 
endorsement that might have been made on them. But 
since 1924, when the Bombay High Court gave a ruling 
that under section 50 of the Negotiable Instruments Act, 
and the explanation thereunder, a bearer bill could be 
legally changed to an order bill by endorsement, it has 
become incumbent on bankers and the business community 
to scrutinise all endorsements on bearer instruments. In 
the opinion of the majority of the Committee, consisting of 
the Chairman. Nawab Major Mohammad Akbar Khan, 
Mr. Gray and Mr. Chablani, this imposes a very consider- 
able amount of extra work on the banks without any eppre 
ciable advantage to their constituents or to the public, and 
impedes the free circulation of the«e instruments of credit. 
They are, therefore, of opinion that the Act should be 
amended so that no endorsement on a cheque payable to 
tfcarer should operate to restrict its negotiability. It would 
still be open to the holder of such an instrument to protect 
himself against loss by “ crossing ” it. The minority con- 
sisting of Kanwar Motilal and Lala Bal Kishen are opposed 
to this recommendation on the ground that it will deprive 
the holder of a bearer instrument of his right to protect 
himself. All the members of the Committee are, however, 
agreed on the point that hundis should be excluded from the 
scope of this ajnendment in view of the common practice to 
give instructions regarding the method of payment on the 
face of these documents, and that the protection afforded by 
the system of “ crossing ” should extend to hundis also. 
They are also unanimous in holding the view that the exist 
ing law under which any holder of a cheque or a bill of 
exchange can alter at any stage the character thereof from 
‘ liearer ’ to ‘ order ’ by running his pen through the word 
‘ bearer ’ should not be interfered with. 

229. Complaints have been made to us during the course 
of our enquiries that the competition of the Imperial Bank 

of India with Indian joint stock banks 
and indigenous bankers is very much 
keener than that of the late Bank of 
Beng^ before the amalgamation of the Presidency Bank's. 
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and that it has extended its operations into fields whicli 
the Bank of Bengal did not enter. It ^ras stated, for 
instance, that the Bank of Bengal did not advance monev 
agfiinst ornaments, grain, cotton and merchandise, which 
the Imperial Bank of India does. There is ‘substantial 
justification behind this complaint. It was admitted by the 
Manager of the Northern India Branches of the Imperial 
Bank that the Bank of Bengal did not advance against 
ornament.s, made very few advances against grain, and 
acted more as a banker’s bank than as a commercial bank. 
As the sole banker of Government, large Government bal- 
ances remain with the Imperial Bank free of interest, and 
owing to its prestige in the market it does attract deposits 
at cheaper rates than Indian banks and bankers can. The 
cheap caj)ital thus obtained enables it to lend also at cheaper 
rates in competitive business. Being prevented by the Im- 
perial Bank of India Act from competing with exchange 
banks in financing imports, the whole pressure of its com- 
petition falls upon the indigenous banker and the Indian 
joint stock banks. The position will continue to be unsatis- 
factory for the Indian banks and bankers until either a non- 
competing Reserve Bank is established or restrictions are 
imposed on its borrowing and lending rates- We feel that 
a proper re-discount bill market will be very difficult to 
develop in India without establishing a Reserve Bank which 
does not deal directly with th« public except on occasions 
when its open market operations are necessary to establish 
its control over the money-market ; but till this proposal 
materialises, we recommend that the Imperial Bank should 
be induced to charge an appreciably lower discounting rate 
to licensed indigenous bankers and Indian joint stock 
banks than its discwinting rate for the public. We fur- 
thfm suggest that in fixing its rate of interest the Imperial 
Bank of India should .show due regard to the prevailing 
rates of interest paid on deposits by Indian joint stock 
banks and licensed shroffs, and that on a requisition by the 
local agents of any two of the Indian joint stock banks or 
licensed shroffs the local Licensing Board should have the 
power to investigate allegations against the Imperial Bank 
of India in this behalf and report the result to the Manag- 
ing Governors of the Imperial Bank. 

230. We agree with the Manager of the Northern India 
Branches of the Imperial Bank that there are great pos- 



379 


sibilities of increasing the business of advancing loans 
. , ,, against gold and silver ornaments and 

and ommMt8*”by reducing the rate of interest on such 

^^imperiai Bank of advancess during the slack season, if the 
• Imperial Bank could work tlirou^h 

agents who can protect the clients from undue publicity 
and who are in more intimate touch with the public parti- 
cularly the agriculturists. We would, therefore, recom- 
mend that the Imperial Bank should encourage licensed 
shroffs and joint stock banks to advance losins against gold 
and silver ornaments by charging them a lower rate of 
interest on the repawning of these ornaments. The rate 
of interest on such advances should not be a fixed rate 
as at present, but should vary with the season, coming 
down particularly during the months in which the agri- 
culturist needs money for sowing operations, but the rate 
onc'e fixed should not be changed during the currency of 
the loan. 

231. We have in the preceding chajiter referred several 
times to the general complaint against the Imperial Bank 

of India, regarding its rates of remit- 
apprehensions that it 
has aroused in the minds of the indi- 
genous bankers that it is attempting to cut the rates, in a 
kind of a competitive war with them, with a view to drive 
them out of the business of remittance in big centres of 
trade. It is no doubt true that the reduction in the rates 
conduces to the benefit of big business men in big cities. 
But their interests are not the only interests to be taken 
into account. The indigenous banker can reach places 
which no joint stock bank can, and if the joint stock 
banks are given concession rates in the interest of banking 
development as a whole, the same reasons hold good in the 
case of indigenous shroffs. It is no doubt difficult in 
practice to distingui.sh between a mere merchant and an 
indigenous banker. But the proposal which we have al- 
ready made for the institution of a class of licensed 
indigenous bankers will remove this difficulty altogether. 
If the indigenous banker is to survive, and the Manager 
•of the Northern India Branches of the Imperial Bank him- 
self said that he (indigenous banker) should, as it was im- 
possible for the joint stock banks to open branches in all 
piaoes where he functions, he should not be ousted 
<oe»npletely from remittance business in all big centres of 
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trade. He should be left a margin for himself and the 
interests of the public can easily be protected bv binding 
him down to charge reasonable rates to the public. We 
need not dwell further on this point as we have already 
said enough on this subject in the chapter on indigenous 
bankers. 

We are also of opinion that the Imperial Bank should 
restore the concession to its customers of free remittance 
up to Rs. 5,000, as the system was encouraging the cheque 
habit, facilitating remittance, and enabling the Imperial 
Bank to function as a banker’s bank. 


282. Another complaint brought to our notice during 
the course of the evidence taken by us is that the Imperial 


Imperial Bankas list of 
approved customers. 


Bank of India’s li.st of approved cus- 
tomers is a limited one, and that 
the rule that a customer who wants bis 


hundis to be discounted must get them endorsed by an 
endorsing shroff nominated by the bank causes great incon- 
yenience in places where the number of' such endorsing 
shroffs is limited to two or three. This is, however, a 
matter of administrative detail, and we have not the slight- 
est doubt that the Imperial Bank, in its own interest, will 
widen the list so as to remove all legitimate causes of com- 
plaint. 


233. In view of the complaints regarding difficulties ol 
j-ecovery by joint stock banks, we recommend that 

the priyileges, which we haye sug- 
gested for the licensed indigenous 
bankers in the matter of recoyery of 
their dues, should be extended to joint stock banks. 
The eyidence before us also suggests the possibility that, 
subject to limits which prudence dictates in commercial 
banking, some of the joint stock banks would be inclined 
to inyest appreciably more in loans against mortgage of 
prciperty if some of the priyileges which we haye recom- 
mended for the land mortgage banks are extended to them. 
We would therefore suggest that such joint stock banks and 
licensed indigenous shroffs as are prepared to give long 
period loans against mortgage of property repayable in 
instalments extending over not less than 15 years, may be 
accorded the following privileges : — 


{i) They should have power to recover their instal- 
ments of mortgage loans to the agriculturists as 
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arrears of land revenue during years when the 
village crops are 8 annas in the rupee or above, 
and may pay through the Government a com- 
mission of i per cent., on all sums recovered, to 
• the patwari. 

(ii) They should be given free access to the village 
records and the records of the Registration 
Department 

(Hi) They should, subject to the protection afforded to 
the agriculturist under the Land Alienation 
Act, have the right to apply to an executive 
officer named by the Local Government, within a 
certain time-limit not exceeding 3 months after 
default in the payment of the instalment, to sell 
the property by public aiiction after giving the 
defaulter 3 months’ notice to pay the instalment, 
without any reference to a court of law, pro- 
vided that they shall have lil^erty to enter into 
possession for a period not exceeding one year 
after default without selling the property by 
public auction in case they feel they are likely 
to realise more by postponing the sale of the 
land. 


234. There remains to be noticed one general complaint 
against the branch policy of all joint stock banks, including 
„ , , , , the exchange banks and the Imperial 

Bank, and the investment policy of the 
investing agencies, like insurance companies. The 
branches of quite a large number of banks aim more at col- 
lecting deposits than helping the development of tlie local 
areas by financing local trade and industry. We have 
already dravm attention to the small proportion of the 
amount collected by means of deposits by the Imperial Bank, 
which is invested in the financing of local trade and in- 
dustry in the three provinces. We have no statistical 
information about the other banks but the general trend of 
evidmice and such information as we have been able to 


collect confidentially from interviews shows that this prac- 
tice is more or less general. The same policy seems to be 
pursued by the insurance companies,. We, therefore, re- 
commend that eve^ branch of a bank including those of 
exchange banks ana the Imperial Bank should be compelled 
1^ law to invest a certain minimum percentage of their 
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deposits and bill collections within a specified bankings 
circle in which the branch is situated, the percentage in 
each case being fixed by the Licensing Board for indigenous 
bankers after hearing objections by the party concerned, 
provided that the amount invested in Government of India 
securities shall count towards this fixed minimum. Every 
insurance company operating in India should be similar!}; 
obliged to invest at least half of its net realisations from 
premia in India, of which 50 per cent, must be invested in 
specified local areas from which premia are collected, the 
amount invested in the Indian Government securities 
counting towards the minimum in either case. 

Similar considerations apply to investment of funds at- 
tracted by Government; and we would, therefore, suggest 
that a specified portion of the amount in the hands of 
Government on ac!Count of fxist office insurance and con- 
tributions to the Provident Fund should be earmarked for 
long period credit to local agriculture and industry through 
the Imperial Bank for the present and through land mort- 
gage banks and industrial banks when they are established. 

Our colleague Mr. Gray does not wish to impose the 
restrictions, we have recommended, on exchange banks 
which have their head office outside India, and would limit 
the proposed restrictions on insurance companies to only 
such of them as start operations after our recommenda- 
tions are put into effect. 
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CHAPTER XX III 
* Government. 

235. In India the functions of Government include 
granting of loans to certain cla.sses under prescribed oondi- 
^ , tions as well as attraction of deposits 

and encouragement of tlie investment 
habit. Aj>art from loans to hxal bodies and to Govern- 
ment employees to a limited extent. Government finances 
agriculture by its system of lakari loans, and by occasion- 
ally lending money to co-o|>erative institutions, 'rhere are 
no land-mortgage banks in the.se Areas, except in Ajmer- 
Merwara, and Government has hail so far no occasion to 
buy debentures of land mortgage banks, there being no 
debentures even in the case of the A jmer moitgage institu- 
tions. Nor is any Industries Act in operation in these 
Areas to necessitate any state aid to industries. The co- 
ojierative institutions in Delhi and Ajmer-Merwara are 
now independent of Government funds; and Government’s 
activities as a credit agency are practically restricted to 
takavi loans. 


236- The grant of takavi loans has been a feature of 
the British revenue policy in India from the earliest times. 

, Various regulations and enactments 

Takavi loans- p ^ , a r . i • 

lor the grant of takavi were in 
force before 1863 when the Land Improvement Loans 
Act was passed, followed by the Agriculturists I>oans 
Act of 1884. The former provides for the grant of loans 
for improvements such as construction of wells, drainage, 
reclamation, etc. The loans are repayable in instalments 
within the period fixed by the sanctioning authority, the 
Tuaximura period allowed being 20 years in the North-West 
Frontier Province and Ajmer-Merwara and 15 years in the 
Delhi Province. The rate of interest charged is per 
c^t. in the first two Areas and 6 per cent, in the third. 


Under the 4^i^*lftirists J.x)ans Act, loans are granted for 
the purchase of cattle or seed, or for the relief of distress 
due to destruction of crops by draught, floods, blight, etc. 
The maximum period allowed for repayment is 10 years in 
the North-West Frontier Province, 2 years in the Delhi 
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Province and 20 years in Ajraer-Merwara- The rates of 
interest are the same as those under the Land Improve- 
ment Loans Act. In normal years loans are granted mainly 
for the purchase of cattle but in years of scarcity addi- 
tional funds are granted for the purchase of seed, fodder, 
etc. In Ajmer-Merwara loans under this Act are granted 
only in times of scarcity and famine. 


The following table shows the advances made under 
these Acts during the three years ending 1927-28 : — 



1 1926-26. 

1926-27. 

1927-28. 

Frovtnee. 

Land Ixn- 
provementa 
Loans Act. 

Agriculturist* 

Jvoans 

Act. 

l4iDd Im- 
! provements 
Loans Act. 

Agriculturists 

Loans 

Act. 

Land Im- 
prove mentB 
Ijoans Act. 

Agriculturists 

Loans 

Act. 


its. 

■ 

Rs. 

Rb. 

RS. 

Ra. 

RS. 

: ( rth-West Fron* 
tier Province. 

1 30,800 

31,600 

74,690 

1,09,950 

2,33,809 

2,21,975 

Delhi 

12,350 

9,910 

11,600 

14,080 

25,000 

20,890 

Ajraer-Merwara . 

72,206 

13,650 

44,956 

52,505 

6,000 

100 


The amounts thus advanced are small in the aggregate, 
and, compared to other sources of borrowing, Government 
plays a very minor part in the financing of agriculture. 
During the course of our enquiry we have had considerable 
evidence to show that the popularity of takavi loans is 
undermined by vexatious delays in dealing with applica- 
tions, the inadequacy of the amounts sanctioned, the strict- 
ness of recovery, and the increase in the real cost of these 
loans to the agriculturist on account of various causes. 
Almost everywhere we noticed a general feeling that, in 
spite of the low rate of interest charged by Government, it 
was preferable to borrow from the village co-operative 
society and in many cases even from the mahajan or the 
agriculturist sahukar. We feel, however, that these diffi- 
culties are not inherent in the system and can easily be 
renyjved. But there should be proper co-ordin|ktion among 
the various credit agencies so as to prevent over-lapping, 
and the financial assistance rendered by Government shouM 
be granted not in a haphazard fashion but in accordance 
with a programme drawn up by agricultural experts; If 
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the recommendations reg|arding crop loans which we have 
made elsewhere are put into effect, we see no justification 
for I^ial (^vernments departing from their existing 
practice of giving loans under the Agriculturists Loans Act 
only in times of scarcity or famine except to the extent of 
helping co-operative credit societies and licensed makajans 
to repay mop loans to the Imperial Bank of India in years 
•when their borrower’s crop has wholly or partially failed. 
In the case of loans under the Land Improvement Loans 
Act, periodical enquiries should be made as to how far takar i 
advances for improvement of land have actually increased 
the annual income from the borrower’s land above the rate 
of interest paid by him to Government. And for the better 
administration of the Act in future, we recommend that a 
periodical examination of each village should be made by 
an agricultural expert under the control and directions of 
the Development Board, which we have suggested below, 
and a ten years’ programme of improvements that are 
economically justified in each village should be drawn up. 
This programme should be carried out either by the Agri- 
cultural Department on the application of the owners con- 
cerned, the State realising its interest charges as addition 
to the land revenue, or by the owners borrowing, on the 
recommendations of the Agricultural Officer, the necessary 
amount either from the Government or a land mortgage 
bank. 

We consider it desirable to eliminate wherever possible 
the Revenue Staff in the matter of paying and receiving 
back money on account of takavi, which, in our opinion, 
should be done by cheques on the nearest post office, a joint 
stock bank, a co-operative central bank, a licensed indigen 
ous shroff or a branch of the Imperial Bank, sent through 

the post office. 

/ 

237. We have already described the part played by the 
Post Office as an agency for investment and for remittance. 

In rural areas, post offices and co- 

Post Offices. ^ 1 

operative societies are the only agencies 
of investment ; but rural co-operative societies are more or 
less regarded as lending institutions and do not attract 
considerable deposits. Until, therefore, the co-operative 
spirit is sufficiently developed and these societies come to be 
regarded as centres of investment, we have to rely almost 
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wholly on post offices to stimulate the investment habit in 
rural areas. There is at present one post office savings bank 
for every 24,000 rural inhabitants in the North-West Fron- 
tier Province and for 11,000 in the Provinces of -Delhi and 
Ajmer-Merwara. To make the facilities offered^ by them 
available to a larger number of persons, the number of 
j>ost offices doing savings bank business should be increased. 
In places where it may not be a paying proposition to the^ 
I^ostal Department to raise the status of an ordinary post 
office to a regular banking office, it should not be very 
difficult to arrange for the transaction of savings bank busi- 
ness once a' week for 3 or 4 houis during the day either 
by utilising the existing agency or through special touring 
officials, one for 4 or 5 post offices situated within e.asy 
distances from one another, who would visit each post office 
on specified days of the week for transacting savings bank 
business only. 

For the convenience of labourers, shopkeepers and others 
in city areas- who cannot leave their place of work during 
the ordinary working hours of the ])Ost office savings banks, 
a limited number of post offices in such areas should be kept 
open uj) to 8 o’clock in the evening for savings bank busi- 
ness only. 

In order to make the I’ost Office Savings Bank more 
]»opular, we recommend that the number of withdrawals in 
a week should be increa.sed to at least two instead of one 
allowed at {present, and that interest should be allowed for 
at lejist half the month on deposits kept after the 4th of a 
month or on amounts withdrawn after the 25th of a month, 
if the amount deposited or withdrawn has remained with 
the post office for at least 20 days in the month. And we 
see no adequate reason w'hy cheques should not be freely 
accepted for deposit in savings bank accounts, and why they 
should not be allowed to be issued on selected post office 
savings banks, subject to a limit on the value of the cheque 
and to restrictions as to the number of times per week they 
should be allowed to be issued, provided that in case of 
demand for cash payment a few days’ notice is given. 

We are further of opinion that the annual and maxi- 
mum limits on deposits should be raised to at least donble 
the present amount in all places where there is no brancli 
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or agency of a joint stock bank or a licensed indigenous 
shroff. On the other liand we recommend that in places 
where there is such an agency or branch of a joint stock 
bank or a licensed indigenous shroff, the post office should 
not accefit deposits exc-eeding Rs. 500 for terms shorter 
than a year. The primary objec-t of post oftk'e savings 
banks is to stimulate the saving habit among small men; 
find where there are other agencies serving the same object, 
the post office should not compete with them for deposits 
except so far as it is necessary for this purpose. Our col- 
league Kanwar Motilal is op])Osed to tlie first suggestion 
regarding the raising of the annual and maximum deposits 
on the ground that it would involve inU'rference with 
private enterprise. 


23H. For similar rea.sons we ret'ommend that the bcnelits 
of the Post Office fusurancc Fund, which is now open only 
,, , , r . b) (lovernment employees, should be 

Insuiance rund. . 1 it 

extended to the general public uj) to a 
limit of Rs. 1,0(M) iu each ease. Our colleague Mr. Gray 
does not agree with this recommendation as iu his opinion 
it involves unfair comjietition with private insurance com- 
paiiies. But the rest of us consider that, as insurance com- 
panies practically do not ojierate in rural areas, the exten- 
sion of the benefits of the postal insurance system to these 
and to other clas.ses who are not now enjoying any insur- 
ance facilities will be mucli appreciated on account of the 
confidence inspired by government institutions. 


239. We stated in an earlier chapter that an unduly 
large proportion of savings are invested in jewellery- One 

of the main rea-sons for this uneconomic 
is that tlic Hindi! Law 
allows no property to women except 
moveable property or persona! jewellery. In order to meet 
this difficulty, we have already suggested that panchoyaty 
of co-o|>erative societies should imluoe borrowers to entrust 
to them some of their gold and silver ornaments for .sale 
and to deposit the proceeds in the co-ofierative central hank 
in the name of a female member of the borrowers’ family. 


the amounts so in.estec! being treated in all legal proceed- 
ings as ornaments on the person of a woman. With the 
same object in view, we recommend that the post office 
should issue special cash certificates which can be held only 
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hy a wom/in, the interest on which should be payable every 
year through the nearest post office and the principal repay- 
able after 10 years or on the death of her husband, which- 
ever is earlier. These certificates should also be treated in 
a.11 legal proceedings as ornaments on the person of a woman. 

240. One of the main causes of the indebtedness of the, 
agriculturists is the inability to visualise the future and* 

provide against unforeseen risks to 
*urancf for which the agricultural industry is ex- 

posed particularly in the areas which 
■depend upon rainfall. It will be worth while for Govern- 
ment to devise a form of insurance which will appeal 
specially to the agriculturists, and we suggest that Govern- 
ment should consider at an early date the possibility of 
devising for landowners a scheme of insurance against poor 
crops, recovering the premium as a special addition to the 
land revenue in years when the crops are annas 8 in the 
rupee or above, the amounts of insurance money varying 
with the length of time for which the premium has been 
paid. 

241. Statistics suggest that the public investments with 
Government increase substantially in a period of trade 

depression, and we consider it undesir- 
Govornment’s borrowing ^ble that the Credit difficulties of local 
ment of funds. trade and industry should be aggra- 

vated by withdrawal from the local 
money-market of large sums of money through cash certi- 
ficates, Government loans. Treasury Bills and postal sav- 
ings banks. We recommend, therefore, that Government 
should slow down their Iwrrowing programme in a })eriod 
of depression and should earmark a certain minimum of 
funds raised by means of cash certificates and postal sav- 
ings bank deposits, for local investment for short terms 
with banks, shroffs and industrial concerns. Similarly a 
specified portion of the amount in the Postal Insurance 
Fund and General Provident Fund may well bf> utilised for 
long period credit to local agriculture and industry through 
the Ijnperial Bank of India for the present, and through 
land mortgage and industrial banks when they are started. 

242. It is essential for banking development that the 
cheque habit should spread and remittanice facilities should 
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be extended to places where there is at present no banking 
Cheque habit institution exoept a pc«t office. In our 
* opinion, Government have in their post 

offices an excellent agency for helping in this direction. In 
many foi^ign wuntries they are utilised extensively for this 
purpcwe. In view of the vastness of the country and abseni’e 
of any previous experience of this business, \Ye do not wish 
4o go as far as is the |)ractice in continental ix)untries in 
Europe, and recommend instead an experiment on a limited 
scale in the first instance- We suggest that city post offices 
and selected mofussil jiost offices should lie allowed to ojien 
current accounts free of interest uj) to a prescrilnal limit 
for a limited class of clients, e g., licensed indigenous 
bankers, licensed village* money-lenders, co-operative 
societies, who .should have the privilege <if remitting to 
notified ])laces, free of charge, .sums not exceeding the limit 
laid down by the postal authorities in c'onsultation with the 
indigenous bankers’ association or the licensing board for 
village money-lenders, against a current account main- 
tained at the head post office in district towns, and never 
allowed to fall below a [trescribed minimum monthly bal- 
ance. The introduction of this system will no doubt throw 
additional work on the post office, but the extra cost will, 
it is expected, be counterbalanced by the free use of the 
money which the system will attract. It will also familia- 
rise {leople with the n.se of cheques. 


243. 1’he statistics supplied to us by the postal depart- 
ment .show that an appreciable number of post offices have 

normally surplus funds in certain 
Surplus funds of Post months of the year. It will be of great 
mittances. advantage to the business community as 

well as to the post office itself if these 
surplus funds are utilised for facilitating remittance to 
these places- We, therejfore, recommend that the head post 
offices in district towns snould from time to time announce 
that they will be prepared to remit funds to places all over 
India in which post offices have usually surplus funds in 
certain months, at specially reduced rates, provided that 
at none of these places there is a branch of a joint stock 
bank or of the Imperial Bank of India, and provided also 
that the rates charged to banks and licensed indigenous 
shroffs shall be appreciably lower than the rates charged to 
the public. 

BASKCOM. O 
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'244. We have been impressed in the course of our 
enquiry with the intimate relationship existing between 

credit facilities and the general econo- 
and*maintai^ng position in the Areas with which 

in local economic prob- we had to deal. We feel, therefore, 
lament!* the Urgent necessity of setting up a 

body charged with the duty of creat-. 
ing and maintaining public interest in local economic prob- 
lems, of taking the initiative in economic development, 
of co-ordinating the nation-building activities of the 
administration and of advising Government in regard to 
legislation affecting economic welfare. It is impossible, 
however, for such a body to function without local expert 
advice and guidance. The Centrally Administered Areas 
have at present to depend on the generosity of the neigh- 
bouring administrations tor expert advice, a position that 
results in insuflicient attention being paid to local economic- 
problems. We, therefore, recommend that the Government 
of India should have for these Areas its own heads of 
departments in the sphere of economic activities. The 
responsibility of the administration in this s))here is j-arti- 
cularly great in these Areas, because of the absence of 
responsible ministers who carry but the policy of a legis- 
lative council in other provinces. In particular we would 
suggest the advisability of— 

(1) appointing a Director of Agriculture and a Direc- 

tor of Industries for the Centrally Administered 
Areas, a separate Registrar (pard or Honorary) 
of Co-operative Societies in Delhi as well as in 
the North-West Frontier Province; 

(2) creating a Board of Economic Enquire on the lines 

of the Punjab Board of Economic Enquiry ; and 

(3) instituting a Board of Economic Development for 

these Areas, This should include among 
its members — 

(a) the administrative heads of the Departments of 

Agriculture, Veterinary, Industries, and Co- 
operation ; 

(b) a representative of factory owners ; 

(c) a representative of zamindars nominated by the 

local Government ; 
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(d) a representative of the Board of tlconomio 
Enquiry, elected by the Board of Economic 
Enquiry ; 

ie) a representative of labour nominated by the 
• Local Government; and 

(/) a whole-time economist with an assistant trained 
in statistics (Secretary). 


(Sd.) ABDUL HAMID, 

Chairman. 

„ MOHD. AKBAR HOTI. 

H. L. CHABLANI. 

„ BAL KTSHEN. 

MOTl LAL 

(Sd.) V. S. MARBALLf, 

Secretary. 

The 2ist June 79, W. 


Note. This H»*i>ort hnn been signed by all rneinborH of the Committee, 
«xc€ut Mr. V. F. Gray who haJ to loavo for England on urgent bunineas 
towards tho ond of April last, but be waa presMUit at the meetings of the 
Coinnntt<*e at whicli tiio rt^coininendations were disni^sed and finally settled, 
and the Chairman has l.is authority for signifying hi^s general agreement 
with the report snhiect to his dissent on some points whieh have Imni not^id 
in the appro|)riate places, 

(Sd.) ABDUL HAMID. 


Chairman . 
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APPENDIX I. 

% 

SummHtt/ of Recommendations, 

The f<illowiiig are the main reroiumeiulations of the Com- 
mittee : — 


^ L — Rural Ckkdit and Investment Harit. 

(i) Credit faciltfics ami the A tjricult ara! prohlcm. 

(1) Intensive experiments should he made by llie Ai^rif ultural 

Department on a commercial bosis on an average consolidated hold- 
ing of different types of hnid in different parts of these provinces 
with a view to guide the ( redit institutions in the matter of ( redit 
facilities for capital improvement^^ on ctmsolidated hohlings and for 
starting suhsidiarv iiidusti ies. (Ram. 81.) 

(2) Idle possibility of securing for the agriculturist in Delhi and 

Aj mer-M<u’\vai a economii’ boldi?ig. i>y migration to otlier pro- 
vinces, should be fully exphued liy the (Jovernment of India, and 
in raise this is found feasible, the neiessarj’ credit fa(*ilities for the 
purchase of land on newly opened (*anals in other provinces should 
be given partly by (iovernment and pavtlv bv a land mortgage 
bant. ‘ ‘ (Rara. 81.) 

(8) In Ajmer-Merwam and Delhi the discretion vested in the 
exeiuitive authority under tlie Land Alienation Act or Regulatioiirt 
to give permission to agricult nrists to sell their land should be more 
freely exercised, subject to the right of ])re.<mipt ion in favour of 
members of agriiultuial tribes who cultivate the land themselves, 
provided tlie applicant ('an get a pri<;e which is not less than 20 
times the annual net return from the land and provided that after 
discharging his debt he agrees to invest for at least ten years the 
proceeds in investments approved by the (idlector, (Rara. 81.) 


(ii) \dlla(je Monvij-lenders. 

1. Under the existing conditions, the agrieult urisi takes no 
advantage of the fact that he needs, for cultivation purposes, 
essentiallv sliort period loans jit a time of tlie year when there is 
generalh a slack season in trade and industry, vrhm the big shroffs 
are anxious to find suitalile investment for their funds even at 5 
per cent, and when even the rnijierial Rank can aflfird to lend 
freely at very cheap rales oi inteiest. (1 aia. 88.) 

The honest village money-lender who is one of the principal 
sources of supply of funds to the agricultural industry is suffer- 
ing at present from in.snffi<'icncv of capital and Hnancial endmrrass- 
ment due to difficult es of recovery. He has at pre^seut absolutely 
no point of contact with the joint stoch banks of 
is not looke<i upon as a very desira >le client even l.y 
shroff owing to the risks involved in lending money 
turists. ' 



Tlie existing wide differences ]t)etweeii stipulated rates of interest 
and actually realised rates of interest are fair neither to the honest 
borrower nor to the honest creditor inasmuch as the honest borrower 
is compelled to pay a much higher rate of interest than he should 
and the honest creditor finds himself cheated even ot^he capital 
invested by him. (Para. 88.) 

riiere exists in some quarters suspicion against the system of 
account keeping of the whole class of village money-lenders on 
account of the questionable methods adopted by some of the unscru- 
pulous men among this class. (Para. 88.) 

In order to improve these conditions, it is suggested that a class 
of licensed village money-lenders should be created on some such 
conditions as the following: — (Para. 89.) 

(1) Every licensed money-lender sliall eitlier keep accounts in 
the form f)iescribed by the licensing authority and have them 
audited at intervals of not more than 2 years by a qualified auditor 
or a person on the approved list, sanctioned by the licensing 
authority, and shall, on demand by the borrower, furnish him 
with a statement of accounts from the date of the last statement 
not of teller than once in six monhs 

or 

agree to make payments to all his debtors through the post office, 
or a joint stock bank, or a co-operative central bank or a licensed 
indigenous shroff notified by the licensing board, and receive all 
payments from his debtors through the same agency. 

(2) All crop loans granted by a licensed moneylender to persons 
other than members of co-operative societies within the limit notified 
in each case by the Department of Agriculture from time to time, 
shall be recoverable as a ( harge upon the crop at the next harvest, 
or, in case of remission or suspension of land revenue by Govern- 
ment, at the harvest next after that, provided that he charges 
interest at a rate lower than the lending rate of the nearest co- 
operative society; and shall be subject to protection similar to that 
afforded in section 11 of the English Agriculturists’ Credit Act 
1928 to a ( harge in favour of an approvecl bank, so that if, with 
intent to defraud, anv farmer who has taken a crop loan and fails 
to comply with the obligations imposed or removes or suffers to l>e 
removed from his holding the property subject to the charge he 
shall be liable to imprisonment for three months. 

(?1) In transactions, other than crop loans the licensed money- 
lender will he entitled to be awarded by law courts the stipulated 
rate of interest from the date of the transaction to the date of the 
actual realisation of his dues subject to the conditions : 

(a) that the court shall declare the decree as satisfied in full 
when the licensed money-lender has actually realised 
his principal and interest at 12 per cent, per aniiuni on 
mortgage debt and 18 per cent, per annum on unisecuted 
debt from the date of the transaction, 
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(b) that no eTideuce of [jayment bv the judgment debtor after 
the decree shall be admissilAe in execution proceedings 
against the licensed money-lender except when payment 
is made through the court within the period of limita- 
Hion, or through the post oftice on a special form for 
payment of decretal umount drawn up so as io show 
the minimum necessary particulars or by cheque on a 
• registered bank, or through the rahl of the party to 

whom payment is made. 

(4) Ail debts of the licensed money-lender shall have priority 
in the matter of repayment t<» any subsequent loans from v'ltber 
creditors whether on mortgage security or otherwise. 

(5) The licensed money-lender shall have the riglit to objec*t to 
the award by u Registrar of (/o-operalive Societies on the ground 
that he had given notice to the co-operative credit society of the 
amount owed l>y the borrower to hin^, and on such an allegation 
being proved, the court shall not give any priority in the matter 
of execution to the award of the ISegistrur over llie previous debts 
of the licensed inahajan. 

(6) No co-operative society shall admit a debtor of a U(‘enHed 
Tnahajan to its membership, except on probation, and shall not 
advance him any sum of money as a loan except after arranging 
for the repayment of the licensed inaltajutt' s dues in instulineuts 
within the period of prohution, and shall expel him from the society 
in case he makes aiiv default in payment of the instalments fixed. 

Ltcenstfif/ A Hthorlf y. 

The li<‘ensing authority shall be constituted as follows: — 

(Para. 90.) 

(/) A revenue ofticer not below' the rank of a Tehsildar, 
nominated by the Local (lovcrument for each Tehsil — 
Cliairman. 

(/y The Khan of the village in the Nortli-West Frontier 
Province, or a la tnhaniar of the village who is not 
indebted to the licensed tuahajau nominated by the 
Lmal Government. 

iiii) A zatnindar who is not a member of the co-operative credit 
society — elected by tlie zaminrJurjn of the village from 
among persons who are not indebted to the lif’ensed 
money-lender. 

(iv) An elected representative of the li<‘en.sed money-lenders of 
the province. 

(i;» An indigenous shroff elected by the Association of Indigen- 
ous Shiud , if any, or in the absence of any such associa- 
tion, nominaterl by the liocal Government. 

(2) The licensing authority shall grant a license to every money- 
lender who agrees to abide by these conditions and should have no 
4iscreticn to refuse it. 
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(3) The iiceusing authority shall have no authority to cancel a 
license so long as the licensed money-lender complies with the con- 
ditions laid down in section (1). 

(4) In the event of his violating any of these conditions, his 
license shall l>e cancelled after a warning in the first instance. 

2, The Co-operative Department and the Boaid of Economic 

Encjuiry which the Committee have recommended should take uj) 
further investigation of the system of raJifi Loans at an early 
date. (Para. 92.) 

3. The following restrictions should be imposed on every 

foreign money-lender. (Para. 92.) 

He shall — 

(a) keep a certain amount fixed by the licensing authority, as 
a deposit in aii approved institution; and 

(h) sign an agreement that be sbali condm't his business in 
ac(‘ordauce with the lules laid down by the licensing 
aulliority and shall not (‘barge directly or indirectly 
rat(\s o( interest higher thin those sanctioned by the 
licensii'.g authority in this ])ehalf. 

{(•) in case th(‘ li(‘ensing authority receives any report that 
the licensed foreign inonev-lender lias been acting con- 
trai’v to the regulati(»ns laid down in this belialf, or 
recoN’ei ing his money in a hitrh -handed fashion, it should 
have all the powders of a law couit \(> investigate the 
chaiges and punish the licefisee ii]) to 3 months’ imprison- 
nnmt in (he first instance and six montlis in the next. 

(iii) ('O-operative Movement in the Rural Areas. 

(1) It is ne(*essary to increase the strength of the co-operative 
staff to attend to the vital need of iiH‘ulcatiiig the principles of co- 
operation among the members of societies, and while the formation 
of new societies in the rural areas of A jmer-Merw ara and Delhi 
should not altogether (‘ease, the efforts of all workers in the co-opera- 
tive movement, officials as well as non-officials, should, for some 
years to come be pai ticularly (iirected to the rectification and con- 
solidation of the existing co-opeiative credit societies and the 
improvement in the economic position of the individual members. 

This does not apply to the ]Vovth-West Frontier Province where 
the movement in the rural areas is yet in its infancy and needs 
expansion ; but it is suggested that (‘O-operative w orkers in that 
province should, while spreading the co-operative movement, pay 
due fepard to the lessons to be drawm from the experience of Delhi 
and Ajmer-Merw^ara. (Para. 119.) 

(2) With the improvement in the quality of both members and 
societies, the surplus funds in the central bank will tend to dis- 
appear; but should this for any reason be delayed, the central 
co-operative banks should not accept more deposits than they can 
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profitably employ iu the movement within their respective provinces^ 
or divert funds to other provinces or to investment in Govemmeut 
securities beyond what is necessary for fluid resources, as there is 
ample si'ope for employing urban savings in the financing of urban 
trade and industry or in inereasing credit facilities for the poorer 
sections oi the urban communities in the cities of Delhi and Ajiuej * 
Merwara. (Para. 119.) 

, (3) To stimulate greater interest ami greater sense of respon- 
sibility ill societies affiliated to central banks, (lie ('oinmittee 
consider it advisable to tlis(|ualiiy from voting at general meetings 
the representatives of societies which are in default of tlie instal* 
ments due to the central bank, and in order to strengthen the non- 
official trained element on the management, the Committee further 
recommend that central banks should be allowed to co-opt whenever 
they consider it necessary at least two non-oltiiial members to the 
board of management who have spec ial knowledge of co-operation or 
banking, such co-opted members having no right to vote. 

(Para. 12(1.) 

Notk. — L aia i^ai Ivislion t<> tUo ut any outsider to the 

I^ourd uf Manaf^eruent. 

(4) riie Committee emlorsf^ the riM* ommendat ion of the Madias 

and the Central ]*]<»vince> Committees (Ui co-operation that a clear 
distinction shoub! iu* made hetween crop loans ^'payable in whole 
out of the following haivest ludess crops fail and long term loans 
repayalile in instainients over a period ot years tuit of the annual 
savings of the iiorrouers, and suggest timt with a view to enforce 
the recognition of this distimdion separate a})[)l nuit ion forms, and 
separate promissory notes sliould be insisted U])on both in the pri- 
mary societies and ( cntral hanks, and the central banks be required 
to keep separate ledgers and make sejiarate entiies for each in 
their balance sheets. (Para. l2L) 

(5) I'he Committee rcronumuid fuither that loans which are 

o^ erdues as compared wit It tiie promises made in the pronotes 
or in the applications for loans !>y the primal y societies or state- 
ments made in tlie resolutions passed In piimary societies at the 
lime of making an api)li<‘ation fo* loans should be transferred to a 
separate ledger, and that the afliliaied societies should be required 
to submit to their renlral bank re])<vits on tiiese overdues two 
months before each harvest. (Para. 121.) 

(6) The Committee (umside?* it only proper that the resolution 

of each affiliated society, slating that the loan for which it has 
submitted an application to the central bank would be paid back 
within a specified luiinber of years sliould always be (umununicated 
to the central bank so as to enable it tc^ make an estimate, which 
may be subsequently revised at each harvest, of the amount of 
outstanding loans .^"payable to it in each year. (Para. 121.) 

(7) In order to stimulate effoits to improve the ijuality of societies 
particularly in the matter of recoveries and overdues it is worth 
while for the central banks to discriminate in favour of societies 
of better quality in the matter of interest charges. This is already 
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done to some extent in Ajmer-Merwara and Delhi and the Com- 
mittee recomnienrl that the system should be extended further. 

(Para. 121.) 

(8) It is essential for the success of the Co-operative Credit 
movement that care should be taken ])y the Primary Society to 
make intensive enquiries into the whole ecoiioinir position of the 
applicants for admission and exclude j)erson8 who cannot repay 
their debts out of the proceeds of theii crops in the case of short 
term loans, and out of their savings in the case of long term loans, 
or who cannot be made solvent by lowering the rate of interest or 
decreasing their unnecessary expenditi^re or by improving thei? 
charatter by mutual control. (Para. 122.) 

(fl) Since the deposits both in the primary societies and their 
financing institutions are generally for short perio<l.s of time, it is 
desirable to restrict the scope of (lie ordiiiary ( reel it societies mainly 
to short term ( redit which may include cioj) loans as well as loans 
given for not more tlian 2 or years in special cases. 

tPara. 

(10) In case the Committee’s recommendation regarding co- 
operative land moitgage banks is accepted, the Committee reconi-. 
mend that agricultural co-operative credit societies should not 
admit to membership any one whose previous debts and encum^ 
brances will require more than ti years to be discharged, unless he 
enroles himself as a member of a land mortgage bank. 

(Para. 123.) 

(11) In the present stage of the co-operative movement, it is 
desirable that an appreciable number of members should be free 
from previous debts and encumbrances and that the co-operative 
credit societies should limit their credit facilities mainly to re- 
quirements for crop purposes or for tiding over occasional periods 
of scarcity or famine. Till the land mortgage banks are started, 
a limited number of persons encumbered with previoUvS debts may, 
however, be admitted as members of co-operative societies on pro* 
bation for three years subject to the following conditions : 

(Para. 124.) 

(a) that the probatioiier member shall not borrow from any 
outside agency or create any encumbrances upon his 
property without the previous consent of the society; 

(h) that lie shall repay tmvards his previous debt and inter- 
est charges, a sum which the society considers reason- 
able at each harvest; and 

(c) that in ease he brings necessary sureties or gives adequate 
security by w ay of mortgage of his property in favour 
of the society, the society shall assist him in reduc- 
ing his previous debt to outside creditors by advanc- 
ing him twice the amount he himself contributes at each 
harvest, provided that he makes no default either in 
payment of intei^est due to the society or in repaying 
any crop loans advanced by the society. 
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(12) It is esaeBtial, for the success of any scheme of debt redemp- 
tion bv co-operative credit societies or land morigii^e banks, 
especially in view of the unfortunate experience of the results of 
d^t redemption by co-operative cretiit M>cieties Jr. Ajmer-Merwara, 
that ^ (Para. 124.) 

(a) feg-al power should be given to them to apply to the Col- 
lector for the issue of a proclamation calling upon all 
creditors of their clients to disclose their loans within 
a reasonable time limit, failing which no court of law 
should give priority to undisposed del>ts in any pro- 
ceeding relating to the execution of a decree, and in 
case a debtor nieinher challenges tlie correctness of the 
cluims put in to (tall upon the creditor through the 
Collector to prove his claims in a court of law within 
a time-limit fixed ])y the Collector; 

( />) the law should he ammuded so as to give ilic co-opeuaiive 
credit societies and land mortgage hanks the benefit of 
provisions similar to those embodied in th(‘ Emnimbered 
Estates Acts, under which any future loans taken by 
their clients from outside creditors should not be adinis- 
sihle in hesv courts so long as any amount advanced by 
them remains unpaid ; 

{(') subsequent loans made by (lovernment under the provisions 
of the r^aiul Improvement Loans A(‘t and the Agricul- 
turists lioaus Act should not take priority over earlier 
long period loans given by a co-operative ciedit society 
or a land mortgage bank and that such amendments of 
law as are necessary for securing this object should be 
made at an early date ; 

((/) in all cases of default in the payment of instalmenta on 
account of a mortgage loan, land mortgage* banks and 
co-operative credit societies should have the power of 
selling without resort to a couid, through an executive 
officer authorised in this behalf by the Local (Jovern- 
meiit, after giving the defaulter 3 months’ notice to ])ay 
the instalment ; 

(e) the Laud Alienation Act and all rules and regulations under 
it should be modified so us to include co-operative credit 
societies and recognised land mortgage banks in the 
definition of ‘ agriculturist ’ so far as tlie sale and 
transfer of* land are concerned, and place them under 
the same restriction in respect of their power to sell land 
• as are imposed on the agrii ulturists by the liand Aliena- 
tion Act, provided that the co-operative credit societies 
or the land mortgage bonks sh^Il not be at liberty to 
hold possession of the land for more than 3 years without 
Belling it. Mr. .Chablaiii dissents from this provist) 
on the ground that it will prevent experiments in co- 
operative farming, which, in his opinion should be 
encouraged by all possible means in view of the verj' 
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small and scattered holdings in a large part of the 
centrally administered areas. 

(13) A determined effort ought to be made to draw into the 
co-operative movement the savings and capital of the mahajan and 
agriculturist money-lender at rates of interest not exceeding those 
at which primary co-operative societies borrow from tne central 
bank at present, and to imlude in the agricultural co-operative 
credit societies some members wdth settled habits of thrift and busi-^ 
ness-like instincts. The bye-laws of the societies should, therefore, 
be amended so as to permit admission of a special class of members 
who 

(a) w^ill assume a liability limited to their share capital; 

(/>) w ill borrow’ less from the society than their deposits therein 
and buy a prescribed minimum number of shares on 
wdiicli no dividend shall be paid; 

(r) whose deposits shall have the same claims on the assets of 
the societies as a deposit by a Tion-member and be con- 
sidered in every respect as a debt owed by the society ; 

(Note. — Mr. Bal Kishen suggests that the liability of such members should 
be the saine as that of other members of the society.) 

(d) should agiee not to lend money directly to any fellow' 
member of their (*o-operative credit soc iety. (Para. 125.) 

(13- A) In years when the village croj)s are above 8 annas in • 
the rupee, village <‘o-operative societies should be persuaded to make 
a special effort under proper safeguards imposed by the Co-operative 
Department to attract deposits fi*om members preferably for periods 
longer than 1 year, by offering rates t^ven up to their borrowing 
rate from the central bank. 

(13-11) llorrowers from the co-operative societies should be in- 
duced by their pancluryels to entrust to them their gold and silver 
ornaments (except a gradually decreasing minimum amount fixed 
by the panchayet from time to time) for sale and deposit in the 
central co-operative bank in the name of a w'oman of the family, 
on which the central bank should give compound interest at half 
per cent, less than tlie rate charged to tlce society by the central 
bank, the w hole principal and interest being returnable in casli or 
gold at the caption of the depositor when the l)orrower has dis- 
chaiged his debt to the c‘o-()perative societies. The existing law^ 
should l>e amended so as to make it clear that the amounts so 
invested shall be treated in all legal proceedings as ornaments on 
the person of a woman. (Para. 120.) 

(Note, — M r. Bnl Kishen dissents from this as he considers it neither 
practicable nor likely to be popular.) 

(iv) Rural Industries- 

(1) The possibilities of developing rural industries should be 
explored by the Board of Economic Development proposed by the 
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Committee. ^Joverntnent should grant free of charge, on favour- 
able terms, the services of government officials or experts for start- 
ing or advising such industries as is done under the Central Prov- 
inces Industries Act; and the necessary credit facilities should be 
provided by tlie Co-operative Department, supplemented by finan- 
cial aid from Goverument on terms similar to those adopted under 
the Madnis State Aid to Industries Act. (Para. 128.) 

(2) In view of the fiudlities already available for getting advances 
UL^ainst stored produce, the majority of the (\>mmittee do n(»t think 
it necessary to start co-ojterative loans and sale societies and unani- 
mously reject the Egyptian system of loans to small producers on 
the security of produce. (Para. IdH.) 

(v) Lotitf jtevi(nl credit ni rural and urban areas. 

Tlie majority recommend tlu^ creation of a joint stock land mort- 
gage hank on the lines suggested in Chapter XX for the provision 
of lojig period credit in rural and urban areas. 

(vi) Finanritii^ of internal trade and reniittanre facilities. 

(1) The X'nited States AVarehonse system is well wortl» a trial 

and the volume of husiness in Delhi and Ceshawar justifies an 
experiment l>eing Uiade in selected places, > Delhi city, Hapur 
oi‘ Ghazialuid and Peshawar and Mardini. (Para. 15*3.) 

(2) A nation-wide mobility of funds is, in our opinion, most 
vital in this country in view of the fact tljat its chief industries are 
associated with the ex[doitati(Mi of natural resources, its financing 
season in one industry is oilen the repaying season in some othei', 
and the seasonal demand for fimuicing in various provinces does not 
exactly ('oincide. Owing to marked differences in the banking 
developmeiit between the developed and undeveloped provinces as 
also between the rural and urban areas in each province, the neces- 
saiy economy in moving funds (annot, however, he secured unless 
ia) theie is a rapid development of the branch system or of the 
agency system under control of a head office of a parent or affiliat- 
ing^ jr)int stock hank, (h) the indigenous hankers are intimately 
linked with the Imperial Dank wiil^ its wide-spread Inauches and 
facilities for remittance through currency chests, (c) tlie post 
office hanks are utilised to the utmost extent for remittance work 
and linked with the system of indigenous hanking and financing in 
the mofussil, and {d) the institutions for financing agriculture are 
more closely connected with the Imperial Bank and ioint stock 
banks in the matter of short term loans to Jigricultural industiy. 

(Para. 154.) 

(vii) Industriaf and miscellaneous credit^ and, investment habit in 

uthan areas. 

(1) The lioeal Governments should extend to these areas the 
l>enefit8 of the Madras State Aid to Industries Act with the addi- 
tion of the provision in the Central Provinces Act for grant, free 
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of charge, or on favourable temis, of the services of Qoveraineiit 
officials and experts for starting or offering advice in connection 
with these industries. (Para. 160.) 

(2) So far as the seasonal requirements of the cotton mill 

industry in Delhi are concerned, the only remedy seems to be to 
induce the Imperial Bank to make its terms for seasoi^l advances 
more reasonable. (Para. 160.) 

(3) There ig an urgent need tor intensive propaganda in favour 
of the co-operative credit movement among the urban community^ 
in Delhi particularly the following classes: — 

(a) Clerks in the (Toveininent of India Secretariat getting 
salaries below Rs. 200; (h) (jrass-cutters ; (c) Masons; 
{d) 7'/udaw((Uas; (e) Shoe-makers; (/) Khatihs ; (g) Small 
traders. 

The Committee therefore recommend that the co-operative staff 
in the urban areas of Delhi should be increased and an experienced 
rdficei of standing should be <leputed to do propaganda and organis- 
ing^ work in tlie city of Delhi. (Para. 163. j 

(4) The Committee stiongly favour the creation of a (dass of 

licensed money-lenders for urban areas in addition to li(‘ensed 
shroffs, similar to licensed village money-lenders on some such 
conditions as the following: (Para. 164.) 

(i) A lic^eiised money-lender shall be a, member of an association 
of licensed money-lenders and shall conduct his business in accord- 
ance with the rules drawn up by this association from time to time 
and approved by the licensing board for shroff's. 

(iV) Every licensed money-lender shall keep ax'Counts in the 
form prescribed by the licensing authority and have them audited 
at intervals of not more than 2 years by a qualified auditor or 
a person on the approved list sanctioned by the licensing autho- 
rity, and shall, on demand by the borrower, furnish him with a 
statement of accounts from the date of the last statement not ofteiier 
thari once in six months; 

or 

agree to make payments to all his debtors through the pf)st office 
or a joint sto(vk bank, or a co-operative central bank or a licensed 
indigenous shroff notified by the licensing board from time to time 
and receive all payments fioin his debtors through the same agency. 

(lii) He shall be entitled to a special summary procedure for 
deciding suits in which he is a plaintiff so long as be is a member 
of the Association of licensed money-lenders. 

(rv) He shall be entitled to be awarded by T^aw Courts the 
stipulated rate of interest from the date of the transaction to the 
date of the actual realisation of his dues, subject to the conditions — 

(n) that the court shall declare the decree as sa^tisfied in full 
when the lirensed money-lender has actually realised his 
principal and intei'est at 12 per cent, per anntim on a 
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debt and 18 |>er cent, per annum on unsecured 
debt from the date of the transaction, provided the 
stipulated rate of interest exceeds the foregoing rates, 

(6) that no evidence of payment by the judgment debtor after 
decree shall be admissible in execution proceedings 
against the licensed money-lender except when payment 
is made through the court or on a receipt signed by the 
• creditor and filed in court within the period of limita- 

tion, or through the post office on, a special form for 
payment of decretal amount drawn up so as to show the 
minimum necessary particulars, or bv cheque on a 
registered bank, or through the vakil of the party to 
whom payment is made, 

(tv) All debts of the licensed money-lender shall have priority 
in the matter of payment to any subsequent loans from other credi- 
tors whether on mortgage security or otherwise. 

(6) Special credit facilities seem to be required also for the 
solution of some of the most urgent problems in the city of Delhi, 
viz,, the problem of rontrestion and that of its milk supply. There 
appears to be considerable scope for co-operative housing societies 
in Delhi, and the Committee commend to the notice of the Local 
Governments and the Government of India the view taken bv the 
Madras Government that financial help fiom Government to hous- 
ing societies in the shape of loans is not onlv essential but also 
proper as representing a legitiinafe contribution by Government 
towards the solution of the housing problem and the relief of con- 
gestion in towns. The Committee is also of opinion that Co-opera- 
tive Milk Purchasinr Societies in the citv linked to Co-operative 
Department will lead to the solution of the milk problem in the 
city of Delhi, and that a small initial capital recjuired for co- 
operative sales societies should be provided bv loans from the 
Local Government on the same terms as fakari loans. (Para. 165.) 

(6) There is no investment trust in these areas and there doei» 
not appear to us to be sufiScient scope for one. ex(‘ept probably in 
Ajmer where the Co-operative Central Bank gets a substantial 
margin of profit by attracting urban deposits at a low rate and 
investing a large percentage of them in Government securities. 
But an investment trust established in big cities like Bombay and 
Calcutta, under adequate safeguards against fraud, is likely to 
stimulate investment by those who are at present investing their 
savings in either land or Government securities for no other reason 
except their inability to judge the value of the different forms of 
investment; and by Moharainadans who have objections to accept- 
ance of interest but no objection against receiving profits. In the 
absence of a Ing Investment Trust operating over a wide area, the 
Co-operative Department will be well advised to institute a Co- 
operative Investment Trust in Ajmer for tbe benefit of this class of 
investors rather than allow the Central Bank m Aj’Tier to profiteer 
at their expense, (Para. 106.^ 

3sailKC0i(« , ^ 



40Q 


(7) As there is a promising^ field for a National Savings Move- 
ment, espefially in urban areas, the Co-operative Department and 
the Board of Economic Development suggested elsewhere should 
attempt to initiate schemes Nos. 2, 5, 6, 7, 9, and 10 described 
in para. (JPara. 167.) 


(viii) Ea^'istinfj Legidation and Legal Procednre in their hearing 
on credit' and credit facilities. 

(1) With a view to protect small agriculturists or peasant pro- 
prietors and in order that the Land Alienation Act or Regulation 
should operate to their full advantage, and at the same time divert 
the savings of ihe bigger land owners into more profitable channels 
of investments, the Committee recommend that the agriculturistB 
whose holdings fall short of the standard of an economic holding, 
to be determined with due regard to local conditions, should have 
power to alienate their holdings only in favour of those agriculturists 
who own 50 acres of land or less, and that alienations hy such 
persons in favour of those agriculturists who ow’ji more than 50 
acres of land should require the permission of the Collector, which 
should, however, be freely given, in case it is found necessary for 
the owner of the uneconomic holding to sell liis land and either 
the price offered by those owing less than 50 acres is not adequate 
or no purchaser from this class is forthcoming. (Para. 176.) 

(Note. — While the members of the Conimitt-ee are unanimous as to the 
object in view, they are divided in opinion as to the details of this recma 
mendation.) 

(2) In Ajiner-Merwara and Delhi, the discretion vested in the 
executive authority under the Land Alienation Act or Regulations 
tc give permission to agriculturists to sell their land should be 
more freely exercised, subject to tlie right of pre-emption in favour 
of members of agrieultural tribes who cultivate the laud themselves, 
provided the applicant can get a price which is not less than 20 
times tlie annual net return from the land and provided that after 
discharging his debt he agrees to invest for at least ten years the 
proceeds of the sale in securities approved bv the Collector. 

(Para. 176.) 

YNotk. — The Committee is not in favour of extending the operation of this 
suggestion to the North-West Frontier Provinc^e as it would not suit the 
peculiar conditions prevailing in the rural area.s of that Province.) 

(3) Subject to certain safeguards, co-operative societies and 

land mortgage banks should be classed as agriculturists for the 
purposes of the TiUnd Alienation Act and ihe same restrictions as 
are imposed upon the agriculturists in respect of the parties to whom 
they can sell their land, should be imposed also on these. co-opera- 
tive eredit societies and land mortgage banks. (Para. 176.) 

(Note. — ^Kanwar Motilal wishes to extend this privilege to licensed money- 
lenders and licensed indigenous bankers.) 

(4) It is also desirable to re^ax se<‘tion 29 of the Land and 
Revenue Regulations, No. 2 of 1877, in force in AJmer-Morwa^a 
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irliea the iHiimrardur’s (creditor it> a co-i»perative vredit K)cieiy or i 
land mortgage hank, a licensed indigenous banker, or an Indian 
joint stock bunk. (Para. 176,) 

(5) Land belonging to insolvent agriculturists should be 
declared to irest in the official uceiver who may dispose of them to 
other agii«‘ulturist8 to whom the insolvent himself could have sold 
the land under the Lund Alienation Act or Regulations. 

• (Paru. ITT,) 

((>) None shoultl be adjudicated as an insolvent it he lias heen 
guilty of an act of had faith in regard to monetary transactions, 
Olid the insolvency law’ should Ik* amended aceordingly. In all 
cases of applications fur ileoUuation of insolvency hy indigenous 
bankers, the courts of law slioiild he hound to ask tlie local ShroU's 
Association to allow a committee of four i>r live persons to examine 
and audit the account l)t»oks of the licensed indigenous banker and 
investigate the applicant’s fitness to 1 h* declared an insolvent before 
adjmlicating him an insolvent. As these recommendations are n<d 
adequate tor tlu^ protection of the general lending publii*, the 
t'oiumittee suggest the desirability of eliciting luriher the con- 
sidered opinions ot Bar Associatu>ns and the Judiciary on further 
amendmeuts to Insolvency Law. (Para ITS.) 

(7) Tlie leal deteets in the I surious Loans Act are incurable 
unless a body of licensed inoiu y-leiiders and an Association of in- 
digenous slirollfi, who sliall get tlieir accounls audited and who should 
be free from interference by tin* law courts in the matter of rate of 
interest, except at tlie time when repayments are actually made, 
are set up on the liiie> siiggest<'d. (Para. ITfb) 

(S) Section d4 ot the Civil Procedure (^>dc should he amended 
so as to provide that the rate or interest ordered in the decree should 
be the contract rate (if it is not inequitable) on the [irineipal 
sum from tin* date ot tlie suit till the date of the decree and again 
Irom the date of the dec rec til! lealisation, and if the contiio-t rate 
is inequitable, then at siu h rate as the court considers to he 
equitable, (Para. 18<K) 

(9) In view of the j)ost-war monetary conditions, section 35 of 
the Civil Proccduif* Code should la* amended so as to empower the 
courts to allow’ interest on costs at a rate higher than 0 per cent. 
:f they consider it reasonable to do so. 

(10) The rate of interest under section 80 of the Negotiable 
Instruments Act might lie raimd from 0 to 9 per cent, per annum. 

fPara. 180.) 

(11) A land register for house property should be maiutained 
both in the urban and rural areas in connection with the proposal 
to establish land mortg ge hanks and anj^ one should by application 
be able to have his name entered in a specdal column in the record 

rights or land register by way of caution to prospec^tive mortgagees 
and purchasers, no one except a minor lieing allowed in the aW^nce 
of such entry to set up any title to landed property recorded in the 
name of another. ' (Para. 18!.) 
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(12) The law should be suitably altered so as to provide that in 
all mortgage transactions with Hindus, governed by Mitakshara 
Law, an enquiry made by an officer of a joint stock bank or of a 
land mortgage bank or by an executive officer authorised in this 
behalf by the Local Government should be incorpoisated in the 
bond and be considered as ptmnd facie evidence that reasonable 
enquiries were made by the creditor regarding the necessity for the 
loan, therein' shifting the onus from the plaintiff to the defendant. 

(Para. 182.) 

(LJ) The value of each propei'ty should be separately noted in the 
I'ond aud the lien split up and mentioned separately so that a 
debtor cr)!!!!! satisfy the debt and redeem his property piecemeal 

(Para. 183.) 

(14) Suihdde remedies should be devised for quicker recovery of 
dues from debtors, as until this is done, no great development in 
banking can be achieved. (Para. 184.) 


(ix) Indigenous hankers and Jnmdis. 

(1) A class of licensed bankers should be inslituted ►and all 
indigenous bankers paying income-tax should be accorded certain 
privileges in roturji for (‘ertuin obliga lions imposed upon them. 
Under Die ienus of their license they should l>e compelled, (1) to 
get their ac'counts audited by a qualified auditor who should draw 
uj) an annual lialanc’.e sheet in a prescribed form disclosing among 
other things the names of the partners and places of their b^usinesa; 
(2) to bec'ome members of the Shroffs’ Association in the nearest 
town and agree to conduct their business in accordance with the 
rules drawn up by this association ; (3) to agree not to charge 
beyond the scheduled maximum rates of interest for different kinds 
of business, fixed from time to time by the licensing authority on 
tlie rec'ommendations of the association; and (4) to agree, in case 
they accept deposits from the public to keep a cash reserve on a 
Hcaile laid down by the Imperial Bank or the Reserve Bank on the 
rec'ommen elation s of the Shroffs’ Association against the deposits 
rec^eived from the general public excluding the deposits of members 
of their firms, and to hold it either in Government securities or in 
secuj ities approved b}' the Imperial or Reserve Bank, or in balances 
kept with the Imperial or the Reserve Bank, (Para. 217.) 

In return for these obligations they should have in the first 
place ample facilities for recovery, in all cases in which they are 
parties to a suit it should be open to ihem to claim a special sum- 
mary procedure for determination of their suits as also a special 
summary procedure for the execution of decrees, and a special 
leg^l enactment or directions of the High Court should lay down 
that no court of law shall be at liberty to vary the rates of interest 
stipulated in transactions to which these licensed bankers are parties 
so long as these rates are within the prescribed schedule or to refuse 
to award interest at the same rates after the date o| the decree till 
full recovery is made. 



Secondly, they should have a deliuiie assurance that the luipiuial 
Uauk of India shall not be asked by (ioverniueiii to open a brunch 
at a place where a licensed indigenous shroll is currying on his 
business except after giving an opportuaity to the Licensing Itounl 
to consider; the objections of the indigenous shroif within a certain 
tinie*limit and submitting its own reconiineudations to Govern- 
ment, 

• Thirdly, a licensed bunker shouhl be entitled to (n) remit free i»l 
charge through the |M)st office, sums not exceeding a limit laid iiowu 
by the post office in consultation with the indigenous hunkers’ 
association or the licensing board, to notihed places against a 
current account maintained wdth the head post office in a district 
town and never allowed to fall below a certain minimum monthly 
balance; (b) to remit funds through the Imperial Bunk or the 
Iteserve liank at the same rates us are charged to all joint stock 
hanks subject to the proviso that this will not preclude the grant- 
ing of a different iul r(d)ate to any joint stock bunk or bunker w hose 
total remittance in a year exceeds a specified amount; (c) to a sub- 
stantial rebate of duty on nindati hiindis varying with tlic amount 
of tnudati hundis used by each individual sluofiE in a year, pro- 
vided this is found administratively feasible; [d) to have his 
hundts rediscounted by the Imperial or Iteserve Bank on the same 
terms as joint stock banks within the maximum limits depending 
on his credit position in the market fixed by Imperial or Keserve 
Bank in each ease on tlie recommendation of the association of 
licensed indigenous bankers, provided that this will not in any way 
fetter the discretion of the discounting authority to refuse or limit 
the advance to any particular individual; (e) to repawn ornaments 
with the Imperial Bank or the Keserve Bank at a rate that will 
leave him a fair margin on advances against gold and silver orna- 
ments under conditions prescribed by the Imperial Bank or the 
Beserve Bank from time to time. 

Fourthly, in cases of application for dtMdaration of insolvency 
by a licensed indigenous banker, it should l>e obligatory on the 
court to ask the bx^al Shroffs’ Association to elect a committee of 
four or five persons to examine and au<lit the ac< ount Inioks of tin? 
licensed indigenous banker and investigate the applicant’s fitness 
to be declared an insolvent before adjudicating him an insolvent. 

(Para. 217.) 

(!^ Attempts should be made to link some of the indigenous 
shroffs more closely to the Imperial Bank and a suggestion is 
made that in place where there is neither a branch of a joint 
stock bank nor that of the Imperial Bank at present, the Imperial 
Bank may, on the initiative of the Licensing Board, appoint from 
among the licensed shroffs of the province an agent on a salary or 
on commission hasiL on the following conditions: (Para. 217.) 

(t) The agent shall guarantee a fixed minimum amount of 
business. 

(n) The agent sh^l give a limited guarantee against losse.^ 
arising out of the agent^s mismanagement. 



iiii) Tlie agent shall hind himself not to do any business with 
the bank’s monej' or keep his own goods in the godown 
of the bank. 

{iv) The agent shall bind himself not to engage in speculation 
or combine trading with banking proper. • 

(v) The agent shall remit without undue delay to the nearest 
treasury all deposits received cn behalf of the Imperial 
Bank except a certain minimum balance agreed upon in 
the beginning of each year. 

(vi) Subject to limits fixed in each case liy the Imperial Bank, 
the agent may be authorised to open and receive cm rent 
accounts on its behalf, withdrawable by cheques as a 
matter of right only on its nearest l)runch, but as a 
matter of practice, if timely notice be given, also on the 
agent to a limited extent notified from tijue to time. 
He may also be given a limited authority to advance 
loans against ornaments or against produce kept in the 
bank’s godown on a short notice to the Provimdal Head 
Office of the Imperial Bank and under conditions pre- 
scribed by the Imperial Bunk from time to time. 

{rii) The Imperial Bank shall on ilie i ec ominendation of the 
liiceiising Board impose sucli jestrictions on the agent 
as regards rotes of interest as will ])i event unfair com- 
petition w’ith independent shroffs and })ranclies of banks. 

(3) The composition of the Licensing Board recommended should 

be as follow^s: — (Para. 217.) 

(«/) three representatives of the local Shroff's Association ; 

(//) one representative of the Imperial Bank of India; 

(c) one representative of the Indian joint stock banks; 

(d) one representative of Tiade and Commerce nominated by 

the local Government on the recommendation of the local 
chambers of commerc^e, if any; and 

(c) an economist or a piiblic man interested in banking nomi" 
iiated by the local Government* 

(4) It would be worth wffiile to thrown special inducements to some 
fihroffs to restrict their business to the functions of discounting and 
accepting houses, and to agree not to engage in any trade except 
purchase and sale of gold and silver, or strictly commission or 
agency business on behalf of other tradeis, and not to draw mudati 
hiindu themselves but only divseount or endorse hundis drawn by 
others. The Committee recommend that the Imperial Bank or 
the K^serv^e Bank should in its rediscounting policy give a pre- 
ferential treatment to those shroffs who agree to accept these 
limitations on their business, in the matter of limits up to which 
liills discounted by them will be rediscounted, and the Government 
should give a larger rebate on the duty paid on the vii^dati 

by such shroffs, (Para, 218.) 
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(5) It is desirable to encourafre the use of a stawdard form of 

/itim/i printed in English as well as in the language roniiaoiily 
employed at present in each province by selling it a little cheaper 
than the ordinary stamped hundi j>aper. (Pai‘a. 219,) 

(6) Th% duty on \isauce bills should l)e reduced by ball and 

if the system of rebate is administratively feasible, a reWte on the 
reduced duty be granted to all shroffs who use in a year hundiy 
•Vfceeding the value of Rs. 10, in the aggregate, on a progressive 
scale, the rate of rebate increasing with the total amount of fnitJaii 
htifidif used. (Para. 219.) 

(7) In view of the fact that bills of excliange payable more than 
one year after date or sight were at no time couunon in these Areas 
and the bazaar does not look with favour on any httridi of a longer 
duration than one year, the Committee recommend that the bills 
of exchange payable at more than one year after date, may be 
excluded from the benefit of the suggested reduction of duly. 

(Para. 219.) 

(s) Joint Stock Bankinff, 

(1) The iise of cheque forms printed in English with translation 

in the principle language of the mercantile coinnuinity in the 
province should be freely encouraged and signatures in vernacular 
should be freely acceptetl in the case of (dieques collected through 
a bank or a licensed shroff. (Para. 227.) 

(2) Subject' to a limit on the value of the cheque and to restric* 

tions as to the number of timevS per week cheques can be issued, 
cheques should he allowed to be issued against savings bank accounts 
in selected post offices and branches of the Imperial Bank, provided 
that in case of demand for cash payment a few days^ intimation is 
given to the bank concerned. (Para. 227.) 

(3) The Post Office should ac<‘ept freely cheques for deposit in 

the savings bank account. ' (Paras. 227 and 242.) 

(4) Payment by ^’heques drawn on anj" local branch of a regis- 
tered bank or on a licensed shroff or a co-operative central bank 
should be freely allowed by all tax-collecting Departments of 
Government and local lx)dies in payment of their dues, and cheques 
should be more freely accepted than at present by courts of law. 
The Committee are further of the opinion that it will be a distinct 
facility to businessmen if the Railw'ays accept from approved 
customers payments by cheques on banks and bankers, 

(Para. 227.) 

(6) The Comiiiittee are divided in opinion as to whether the 
Negotiable Instruments Act of 1881 should be amended so that no 
endorsement on a cheque payable to bearer should operate to restrict 
its negotiability. The maiority consisting of the Chairman, 
Messrs, Gray and Cir^blani and Nawab Major Mohammad Akbar 
Khan are in favour of such an amendment, as they think that the 
law at present imposes a very considerable amount of extra work 
and responsibility on banks who have at present to examine endorse- 
ments on all hearer cheques without any appreciable advantage to 
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their constituents or to the public. Kan war Moti Lai and Lala 
Bal Kishen are opposed to it on the ground that it deprives the 
public of a legitimate protection. (Para. 228.) 

(6) Hnndis should be excluded from the scope of this amend- 

ment in view of the common usage to give on the hundi Instructions 
regarding the method of payment. (Para. 228. > 

(7) The existing law under which anv holder of a cheque or a 

bill of exchange can alter at any stage the character thereof from 
bearer to order bv running his pen through the word bearer is useful 
and should not be interfered with. (Para. 228.) 

(8) The protection afforded by the crossing of cheques should be 

extended to htindis also. (Para. 228.) 

(9) The nosition will continue to be unsatisfactory for Indian 
banks and bankers until either a non-competing reserve bank is 
established or restrictions are imposed on the amounts advanced by 
the Imperial Bank directly to the public against ornaments, grain, 
cotton or merchandise on rates which are subsfantiallv lower than 
those which the Indian banks and bankers can afford. 

(Para. 229.) 

no) The Committee feel that a proper rediscount bill market 
will be very diffieull to develop in India without establishing a 
Heserve Bank which does not deal direetlv with the public excent 
on oeeasions when its open market operations are necessary to estab- 
lish its control over the monev market; but till this pronosal 
materialises, the Committee recommend that the Imperial Bank 
should be induced in charge an appreeiablv lower discoiintinr^ rate 
to the licensed indigenous bankers and Indian joint stock banks 
than its discounting rate for the public. (Para. 229.) 

(11) The Imperial Bank should, in fixing its rates of interest, 
show due regard to the prevailing rates of interest paid on deposits 
by the Indian joint stock banks and licensed shroffs, and on a 
requisition by the local agents of any two of the Indian joint stock 
banks or licensed shroffs, the local Licensing Board should have the 
uower to investigate allegations against the Imperial Bank in this 
behalf and report the result to the Managing Governors of the 
Imperial Bank. (Para. 229.) 

ri2) The Imperial Bank should encourage licensed money- 
lenders, licensed shroffs and joint stock banks to advance loans 
against gold and silver ornaments bv charging them a lower rate 
of interest on advances against such ornaments repawned to it. 
The rate of interest on such advances should not be a fixed rate as 
at present but should vary with the season coming down particulariy 
during the months in which the agriculturists need money for sow- 
ing' operations, but the rate once fixed should not be changed 
during the currency of the loans. (Para. 230.) 

(13) Every branch of a bank including those of exchange banks 
should be compelled bv law to invest a certain minimum percentage 
of its deposits and bill collections within a specified banking 
circle in which the branch is situated, the percentage iu wse 
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being fixed by the licensing board after healing obiet'tiuns bv the 
party concerned, provided that the amount invested in Uovern* 
ment of India securities shall count towards this fixtnl minimum, 

(Para. 2d4.) 

(14) j^ei'y insuiance company opeiating in India should be 

compelled by law to invest at least half its net realisatiouN from 
premia in India, of ^^hich oO pi‘r (‘cnt. must bt* invested in a 
Specified local area troin whudi premia are (*ollected, the amount 
invested in Indian Government securities louuting towards the 
minimum in either case. (Ihiia. 2d4.) 

(15) A specified portion of the amount in tlie hands of (boern' 

ment on a(‘count of post oftif'e insuran(‘e ami contributions to the 
Provident Fund should be earmarked for long period ciedi* to 
local agriculture and industry through the Imperial Bank lor the 
present and through land mortgage banks and industrial banks 
when they are established. (Paia. 2di.) 

(xi) (y fn'( nnn('ni . 

(1) The existing jiractic^e regarding grant, of iahuvf undei the 

Agriculturists Loans Act in times ot scarcity sliould be continued; 
and co-operative societies and licensed nuifiajans should be helped 
to repay crop loans to the Imperial Bank ot India in la rtain cir- 
cumstances. (I'ara. 230.) 

(2) For the better administration of the liand ImpiovenuMii 

Leans Act, periodical examination of each village should he made 
by an agricultural expert, and a ten years' progia riime of impiove- 
ments that are ecoiioinically justified sjjould l)(‘ drawn up, which 
should be carried out by the Agricultuial Department or the owm*r 
of the land from funds obtained either tiom Government or a land 
mortgage bank. (Para. 23(1. j 

(3) The existing system of the post otlices savings lainks aceonnt 

should be modified as follows: — (Bara. 237.) 

(a) The number of withdrawals allowed wbhin a week shonl I 

be increased to at least two. 

(h) The annual and maximum limit on deptisits should he 
raised to at least double tlie j)resent limit in all j>laccs 
where there is no branch or agency of an Indian joint 
stock bank or of a licensed indigenous shroff. 

(c) Interest for at least half the month should be allowed on 
deposits kept after the 4th of a month or withdnnvii 
after the 25th of month, if the amount deposited or 
withdrawn has remained with the post office for at least 
20 days in Die month. 

(4) In order to restrict (*ompetition with commercial banks, city 

post offices should not accept any deposit exceeding 
Es. 500 for less than a year. (Para 237D 

BAHKCOH ^ 
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(5) At post offices which have at present no savings bank 
accounts, savings l>anks may l>e opened for business only once a week 
in as many post offices as possible, for onlv 3 to 4 hours during the 

(Para. 237.) 

(6) A limited number of post offices in city areas •should be 

kept open for savings bank business up to 8 o’clock in the evening 
in order to afford adequate facilities to lal>ourers and shop-keepers 
engaged in retail trade. (Para. 237.) 

(7) The Post Office Insurance Fund, which is now open to Gov- 

ernment employees, should be extended to the general public up to 
a limit of Rs, 1,(KK) in each cash. (Para. 238.) 

(8) For the special protection of women, special certificates 
which could only be held by a woman should be issued, the interest 
on which should be paj'able every year through the nearest post 
office and the principal repayable only after 10 years, or on the 
death of her husband if it occurs earlier than 10 years. 

(Para. 239.) 

(9) The credit difficulties of local trade should not be aggia- 

vated by withdrawal from the local money-market of large sums 
of money through cash (‘ertificates, Government loans, treasury 
bills and Postal Savings Banks. The Committee recommend that 
Government should slow’ down their borrowing programme in a 
period of depression and should earmark a certain minimum of 
the funds raised by means of C^isb Certificates and Postal Savings 
Bank deposits, for local investment for short-terms with banks, 
shroffs and industrial concerns. Similarly a specified portion of 
the amount in the Postal Insurance Fund and General Provident 
Fund may w’ell be utilised for long period credit to local agricul- 
ture and industry through the Imperial Bank of India for the 
present, and through land mortgage and industrial banks when 
they are started. (Para. 241.) 

(10) It is essential for banking development that the cheque 
habit should spread and remittance facilities extended to places 
where there is at present no banking institution except a post 
office. The Committee consider that the Government have in their 
post offices an excellent agency for helping in this direction, as in 
many foreign countries where they are utilised extensively for this 
purpose. In view% however, of the vastness of the country and 
absence of any previous experience of this business the Committee 
do not wish to go as far as is the practice in continental countries 
in Europe, and recommend instead an experiment on a limited 
scale in the first instance. They suggest that city post offices and 
selected mofussil post offices should be allowed to open current 
accounts free of interest up to a prescribed limit for a limited class 
of clients, €,g,, licensed indigenous bankers, licensed village 
money-lender co-operative societies, who should have the privilege 
of remitting to notified places, free of charge, sums not exceeding 
the limit laid down by the postal authorities in consultation with 
the indigenous bankers’ association or the Licensing Board for 
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Tillage luoiiey-leiiderii against a lurrent account laaintaiued at the 
liead post office in the district towns, and never allowed to fall 
below" a prescribed inininuim (monthly) balance. (Para. 242,) 

(11) The Committee recommend that the head jxist office in the 
district towns should from time to time announce that it will be 
prepared to remit funds to places all over India in wdiich post officea 
nave usually surplus funds in <ertain months, at specially reduced 
r4ites, provided that at none of these places there is a branch of a 
joint stock bank or of the Imperial Bank of India, and pnividod also 
that the rates charged to banks atid licensed indigenous shroffs shall 
be appreciably lower than the rates charged <o the public. 

(Para. 24:i.) 

(12) The Committee recommend that the (iovernnient of India 

should have for these Areas its own heads of Departments in the 
sphere of economic activities, a Director of Agriculture and a 

Director of Industries for the Centrally Administered Areas, a 
separate llegistrar (paid or Honorary) of Co-operative Societies iu 
Delhi as well as in tlie Xortli-West Front i<‘r Province. 

(Paru. 244 (1).) 

(Id) A board of ei onomic enquiry should l>e ('onstituicil on the 
lines of the Punjab Board of Economic Enquiry. (Paru. 244 (2).) 

(Id) A Board for Economic Development should lie set up for 
these Areas which should include among its members - 

(Para. 244(3).) 

(a) the administrative heads of the departments^ of agriculture 
veterinary indu.strie‘8 and co-operation ; 

(h) a representative of factory owmers; 

(c) a 1 ejiresentaiive of zaniimlars nominated by the local 
(xovern ment ; 

{<!) a rejiresentative of the Board of l‘]conomic Enquiry elected 
by the Board of Economic Enquiry; 

(e) a representative of f^ab(»ur nominated by the local Govern- 
ment ; and 

{/) a whole-time economist with an assistant trained in statistics 
(Secretary). 
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APPENDIX II (a). 

Statement showing the distribution of the main questionnaire of' 
the Committee, the number of replies received and the number 
of witnesses examined. * 



Quehtionkairh 

DISTRIBUTED. 

Written replies krcbived. 

WITNSSSJM 

KXAJilNXD. e 


Eogtlsb. 

Urdu. 

Hindi. 

English. 

Urdu. 

Hindi. 

Offidai 

Non- 

1 elhi 

119 

131 

172 

17 

6 


■B 

6 

Ajmer-Merwara 

116 


103 

26 


7 

■1 

9 

F. V . 

229 

40 


31 

4 



1 7 

Total 

464 

171 

275 

74 

9 

7 

B 

22 


APPENDIX II (h) (I). 


Statevient showing the distribution of the special questionnaire 
for postal officials and the number of replies received. 


Delhi . 

Ajmer-Menvara 
Nortli-West Frontier Province 


No. of question- Written replies 


naire distributed. 

received. 

Hindi. 

English. 


— 

80 

37 

80 

40 

36 

— 

130 

115 


APPENDIX II {h) {ii). 


Statement showing Hie distribution of the special questionnaire for 
central co-operative hanks and the number of replies received. 

No. of question- No. of replies 
naire distributed. reoeiv^. 

Delhi 1 1 

Ajmer-Merwara 3 3 

North-West Frontier Province . . 1 1 


APPENDIX II (6) {Hi), 


Statement showing the distribution of the special questionnaire joT 
judicial officers and lawyers and the number of replies 
received. 


Delhi 


No. of quGsticm- 
naire distributed. 

14 

No. of tepliee- 
reoeived* 

4 

Ajmer-Merwara 

. . . 

3 

1 

North-West Frontier 

Province 

7 

4 












Appspit xn. 

f^bENTRAL AREAS BANKING ENQUIRY COMMITTEE. 


QUESTIONNAIRE. 

(The following memorandum is published in order to assist witnesses 
in the preparatidn of their evidence. It is not to be regaarded as exhaustive, 
nor is it desired that each witness should necessarily attempt to deal with 
all the questions raised.) 


A. — Agricultural iNDEBTEaoNKSs. 

y 

1^ In order to devise me^usures for the increase* of credit facilities to 
^ agricultural classes it is necessary to reach an estimate as accurate aa 
possible of tte existing indebtedness of these classes. Can you furnish any 
such estimate for a village, ithsiJ or di-strict in your province, or for tbe 
whole province ? If not, can you suggest the manner in which such an 
estimate can be obtained with reasonable accuracy ^ 

In such an estimate please distinguish between 

(a) the amount of debt with laud as security which is in the form 
of a registered mortgage, 

« (b) the amount of d(?bt which is concealed in the form of a judicial 

sale to circumvent the provisions of Acts such as the Deccan 
Agriculturists Relief Act, 

(c) the amount of debt which is incurred against any other assets, 
such as the village house, ornaments, ploughs and other agri- 
cultural implements, crops and produce, or debt which is 
given on the general .security of all the assets without a specific 
pledge. 

Please state wherever possible the purposes for which the debt was 
incurred, such as 

(а) the repayment of earlier debts, 

(б) marriage and other social occasions, 

(c) famine and other kinds of distress, 

(d) payment of land revenue, 

(e) growth of the ddbt by compound interest, interest not having 

been paid, 

if) seed and manure, , 

(p) improved agricultural implements, 

(k) sinking of wells and agricultural improvements, 

(♦) payment of wiigm to labourers, 
ij) Utigaiion, 

(k) purt^kaoe of cattle, 

mCABWC 



( 1 ) 

(tn) comtruction or jp/ %ouse», 

(n) education of children. 

Who form the majority of these borrowers, persons owning more fhem 
^ an economic holding"^ or those owning less than it f What percentage of 
, persons owning land above 100 acres borrow for these various purposes f 
What measures would you suggest for limiting borrowing for wastt^ifill and 
unproductive purposes t How would you encourage bofrptokig fdf pro- 
ductive purposes by these classes f % 

Please indicate also to whom this debt is largeljr due iiiid whdilff 
creditors are Government, banks, co-operative soeiest^, 
bankers, professional money-lenders or zamindars. 

2. Please state what you know of the rates of interest ©iliaegid 
various classes of creditors and the methods used for calculating 
and for enforcing repayment of debt. 

3. How far in your opinion, is the provision of credit facilities 

by exfishng legislation and legal procedure f Halve you any euffffesUon to , 
moke regardmg improvements in this respect f 

4. Are financial difficulties responsible for replacement, on a large 
acale, of small agriculturists by (a) bigger zamindars and (ft) moneys 
lenders, vn the areas with which you are familidr t 

5. Do you think a large number of people who are efficient farmers, 
are being turned into tenants for a period or tenants-at-will through the 

^j|jroces8 of the enforcement of the old debts and*of landed property passing 
on into the hands of creditors ? 

6. If this process is going on, does it take away from the actual culti- 
vator the incentive to produce more or cultivate his land in a more efficient 
or better manner V How far can this process be checked by legislation f 
Can you suggest any other method for counteracting it f 

7. Is it customary for zamindar money-lenders in your village^ tehsU 
Of district to extract personal service or any other form of labour in lieu of 
interest on loans from borrowers f 

8. Please describe the methods and effects of advances made in isOek 
and in kind by particular money lending communities or agen^m such itS 

0ransborder moneylenders to agriculturists, the operation of toa/u banJrs 
and the system of Rahti loans given by moneylenders to people of smaU 
^means. 

^ 9. Can you state if the Usurious Loans Act is being avo/Skt^ of m your 

" province to any appreciable extent t What measures wouH ygu 
for a free use being made thereof t 

10. Would you suggest the enactment of legislation in conne<ki$n u^h 
the publication and regulation of accounts of moneylenders Woyd^d ^you 
suggest any legislation for the purpose of ensuring fair transactions heiumCU 
the moneylender and the agriculturist t 

11. Are there any village Arbitration Boards or village PanehayafS0^ 

in your village, tehsil, district or province t If so, is fhis agerycy : 

•A holding which will support an average fan^ly*. 





fm^ pmrpom of nUhmeni 
the agricultiAmi and tt ih^ AameiMWi^^ t 


■If the agricultnmt and tt their. demi^lif '11^^ t 

B. — PiNANCB FOR AORtCUtiTURAJL PRODUCnON. 

12. Describe the present system by which the agriculturist {mmmdar 
' 9ind cultivator) in your village^ iehsil, district or province obtains finance ^ 
for ^ 

(a) expenses during cultivation, 

(b) capital and permanent improvements, and 

(c) other special ndeds, e.g., failure of monsoon, land revenue, 

etc* 

Consider separately the cases of (a) small eulitvator or peasant pro^ 
(b) an owner of about JOO acres of land and (c) a large land^ 


What proportion of it is obtained in kind, e.g., seedt plough^ cattle^ 
a#c. t 

What are the rates of intenst charged in your i>itlage, iehsilf distrwt 
or province for advances for ((f\ (h) and (r), the periods for which loioria 
are ordinarily taken, th<‘ nature of the security given and accepted (e.j., 
standing corps, land, housf -property, (frnanunh, cte.), and other conditionf 
attaching to the grant of .such loans ? Do ipni considir the rates of in* 
terest exorbitemt f *lre different rafe<f of intered charged for cash ad^ 
vances and loans in kind f 

Describe the part played in financing agriculture for (a), (b) su4i 
(e), by Government, the Imperial Rank of India, the joint stock banks, co* 
operative banks, the indigenous hanks and bankers, zamindars, profos- 
sionai moneylenders. irHirehaats and <lealerw. and other organisationa 
giving credit {e,g,, companie.s trading in fertilisers, t^e ). 

13. Does the cultivator freely borrow takavi under the Agriculturists ' 
Loans Aft f If not, please state the reasons. Are there any defects in 
the working of this Act f If so, what remedies would you suggest f 

14. Is there co-ordination among the various credit agencies includ- 
» ing Government, and is there scope for improvement in that direction f 

15. State defects, if any, in the present system of financing agricul- 

tural production and the reasons for the existence of such defects. Ca% 
you suggest any remedies t " 

16. Can you give an estimate of the total amount of capital required 
at present for the various purposes mentioned in Question No. 12 for youV 
vUmfiSf iehsilf district or province t On what basis would you farm surcS 
am^y^aJte f Is the capital at present avMable adequate for the purpose t 

C— PiXANCE FOR MARKETTNO. 

IT. Cisn you name the marketing centres for the various crops in your 
v&hsgOf tehsUy district or province f 

18. Describe the present nietbod of marketing principal crops in your 
pffhge, tehsil, district or province. What is the part played by the different 
elaases of banks and banters and merehants and dealers during the proeelMi 
of marketbig f 1$ there any co-ordinedim among them and is (here amif 




pap U (a), iilM«pyt<r And (b) «r <ft« 

trotter f Are there any other incidei^al charts f 

J.9. In what manner does the agriculturist store his prodpce, 

(а) previous to taking it to the market^ a/nd 

(б) at the market t # 

Is it possible for him to use the grain so stored as security for obtaining 
credit T 

20. What in your opinion are the possibilities of operating 
warehouses in India either on the lines of the system which exists 
United States of America* or otherwise ? Do you think there is any 
for Government assistance in the matter 1 

21. Describe the credit facilities required for the financing qf prodi:p^ 
during marketing and the facilities actuallj^ existing. 

In regard to such facilities is there any special difference between 
internal and foreign trade 1 

22. What different kinds of instruments of ownership of goods 
produce (e.p., railway receipts) and documents are employed for raising 
money during the prodess of marketing ? 

Are any diflSculties experienced in the use of these instruments and 
have you any suggestion to make with a view to removing these diflScuMes t 

23. What are the possibilities of forming pools and of co-operative 
^ effort generally in the transporting and marketing of produce ? 

24. Have you any suggestions to make for the more extensive use of 
bills in internal trade in rural areas (e g., by reduction of duty on billaj["t 

D. — Long period loans fob agriculture. 


25. Is there any appreciable demand for long term credit in your 
village, tehsU, district or province, and if so, by which of the classes specified 
tn questions Nos, 1 and 12 t 


26. To what extent are loans obtainable for long periods in yojir 
village, tehsU, district or province on the security of land by 


(a) landlords, and 

(b) tenants of various kinds f 

27. Does the agriculturist freely borrow takavi under 

provement Loans Act f If not, please state the reasons, 0^ 

^Se fleets in the system f If so, what remedies would you suggest 

\ , 

28. In your village, tehsil or district what is the average value of land 
per acre of different quality t What ratio does the annual ^Id of 
average quality per acre bear to Us market value under 
iions t 



What are the factors affecting such value 1 In your rfpl^, 
distinguish between — 

(o) value of land in Government auction for gpn- 
reveaue ; 

— 


•Not printed. 
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(c) ^iue of ktbdl ii purchase by private pego^tiatioo ? 
0nd also state the caus^ of the difference. 


29, Are tlSere any legal iin[>ediment8 to mortgage of agricultuiml hoW- 
Inga in your province ? If so, are they hamng my adverse effect on fks 
agriculturists* capacity to borrou? capiial for hng periods f Do you suggest 
any modification of the existing Ichv f 

^30. Are there any special difficulties in the areas mth which you ar$ 
wfmnl^iar in the way of raising money on debenture bonds through morigogo 
banks and can you suggest any remedies f 

31. Are there any land mortgage hanks in yonr province or any otl|9r 
banks for the provision of long term credit ?• If so, state what you know of 
their method of work and of r^j'^ing capital 1 

32. If no such institutions exist in the province, please suggest the 
lines on which such institutions could be established and worked to the 
advantage of landlords and tenants particula’rUj with regard to the foUow-^ 
ing 

(a) Management j directorat( , the rights and votes of shnrehold$X9i 

etc,f 


(b) The amount of capital and the value of each share. 


(c) In raise the share capital is not taken up by the public should 
the Government undertake the obligation of subscribing iho 
balance t 


(d) What should he the period of the loans advanced by such a bank 
and what should he the margin between the atiKmnt of loan 
and the value of mortgage f 

(t) In what manner should land mortgag(‘ banks obtain working 
capital, e.g., from 


(i) deposits, 

(w) funds from a central institution, 

(Hi) debenture bonds, 
or all of these f 

'{/) Should debentures c<'irry Government guarantee cither fm 
principal, or interejst, or for both ? 


(g) If debentures are not taken up by the public^ should the Gov- 
ernment take up the baUmce f , 

(|yf Should the debentures be included in the list of trusiefy secu- 
^riiies f 


33^ On what terms should agricultural mortgage banks raise moncj 
f «Mjh of heads mentioned above, with or without QovermhOJt 
and on wufJt terms should they lend out money so as to covet 

woM ifou recommend for calcvMing iko value 


moriaaae t 




35. If the OoveriimeQt undertakes toy fluaudhl <dMilgi|tions, what 
measures would you suggest to secure it against uimeeessaiy Iw 

36. tk> you suggest any measures for 

(а) improvement in the record of rights and title of ownership so 

as to simplify reference, and to ayoidj>o(K^i]ities of disputes 
and counterclaims by parties other tnto those whs are the 
clients of the bank, ^ 

(б) simplification of the process of forecldBure and sale by the 

mortgage bank in the event of non-payment, ^ 

(c) reduction of costs of reference to the ^ord of rights and of 
registration of records and of the process at law so as to 
reduce the burden on the good constituents of the bank 
respect of charges incurred on account of defaulters T 

37. Can you suggest any other measures for the adequate provision of 
long term credit against sound security 1 

E. — TNDUSTRrES SUBSroiARY TO AGRJCULTUTtiE. 

38. Give some idea of the small subsidiary industries allied or supple- 
mental to agriculture existing in your vilUge, tehsiU ddsfrict or province, 
such as rice milling, dairy farming, gur making, garden produce, cotton 
ginning, sugar refineries, hand spinning, etc. Are these industri^ suffering 
from lack of adequate capital f What measures would you suggest for 
financing them on an ddequate scale f 

39. Can you suggest methods by which any such industries could be 
encouraged and by which the producer might be enabled to get a better 
return for his labour and capital in these industries f 

40. To what extent will transport facilities provided by the Sffafe or by 
co-operative effort open a market for these subsidiary industries f 

Can you suggest any enterprises which may give employment to the 
farmer during seasons in which he cannot make full use of his time on his 
farm, and thus enable him to supplement his income and raise his standard 
of living ? 

What would he the best method of securing working capital for such 
enterprises f 

What financial machinerv do you suggest for this purpose t 
F. — HtTRAL rO-OPTOATTON. 

41 Arc the co-operafive credit societies in your area^ merely money- 
Yendina institutions or do they do any real banking business^ e.g., receiving 
deposits, etc. f 

42. State what you know of the relations that exist between the eo- 
operative hanks and the other hanks in the country, namely, the Imperial 
Bank of India, the joint stock banks and the indigenous banks. 

43. Please point out defects, if any, of the co-operative cred^ sodeHes 
in the areas xmth which you are familiar. Please suggest my reyied^s for, 
removing them. 

44. Describe any existing difficulties' in the. matter of in 

cai^ of co-operative banks both in regard to short and long tenii 



m 

f# mtmt hm tk$ mov0mtmt meemM m ^Hlms 

‘finamiiiiif fMfdk e/ tAe offrieuiiurist f ^ 

4&. Can yon give au estimate of the amount of extra oajutid ^required 
I j|ir financing rural w^perative movement adequately in your viUage, tehsilp 
• i ^istriet or provinoa t 

46. H thace any competition in your district or province between the 
co-operative banks and branches of joint stock banks or of the Imperial 
Bank of India f If so, to what extent and in what direction t 

47. Have you any views regarding the possibility and desirability of 
granting financial concessions in order to stimulate the growth of the co* 
operative movement (e.p., by extension of special exemption from income- 
4ax to ^nuine co-operative societies, inclusion of debentures issued by 
Provincial Co-operative Banks in the list of trustee securities, etc. i) 

G. — ^NON-AORICULTURAt CREDIT AND INDfiajTEDNKBS. 

48. Can you give any idea as to the rates of interest and the extent of 
* indebtedness of certain cUuses of urban communities in the areas with whiek 
you are famUtar f What hanking facilities exist for them and what sug- 
gestions hdve you to make in this connection f 

49. Are there any local industries not necessarily allud to agriculture 
existing in your viUage, city, tehsil, district or province f If so, have you 
any suggestions to make regarding financing them^ during the process of 
production or marketing f Are their financial requirements adequately 
and satisfactorily met by the existing organisation f If not, have you any 
suggestions to make in this connection f 

50. To what extent has the co-operative movement succeeded in meeting 
the financial needs of the small trader, and the industrialist in your village f 
tehsU, district or province ? How far in your opinion, is the movement 
capable of meeting the financial needs of these classes f 

51. In what directions should the co-operative movement he extended 
in order to meet the special needs of the urban dreas in your province f 

52. Describe the jyart played by the different classes of banks^ and 
bankers and importing and exporting firms in the financing of foreign 
trade of India during the following stages 

(a) Export trade — 

(♦) from the village to the Mandi, 

, (H) from ike ManeU to the exporting port, 

(i) Import trade — 

(f) from the importing ports to the distributing centres in IndiOf 
such as Amritsar, Delhi, Cawnpore, etc., 

(m) from the distributing centres to the consumer. 

What are the terms on which the financing of trade during ike above 
« done f Are an^ difficuHies experienced in this connection and 
navi you any suggestions to make for removing those diffimliies and for 
m^proping in any way the financial faciliiies existing for this purposo f 
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get the full mine far hk produce on aeeount of the epeeubMoe tuyiiiy 'mod 
MoUing activities of firms and companies who deal in the oe^ort i^dlh emd 
by the amtrci of prices by iheee and other bodies. Whed ard^fohf ffitsts ah 
this suggestion f Please supplement your views by cmy facts and figtStSS 
within your knowledge. Have you any observations to make with a view 
to ensure a better return to the growers of produce in Indie^t 

H, — TBAi^BIK>BDER TRADH, 

(The«<? qu(*Ktions an* meant for witnesses in Baluchistan and N.-W. 
Province,) 

54. What is the existing system of trade with transhorder countries in 
psmr district t 

What are the existing facilities available to small traders for carrying 
on this trade f 

What are the rates of interest and other charges paid by these 
traders f 

State any defects in the jyresent system. 

Have you any suggestions to make for improtxtmni in the present 
system f 

Have you any suggestions to make for the better protection of the 
financing agencies f 

I.- -IndIOENOUS BANIOOi AND MONEYLENDER. 

{Note, — This class includes indiinduals or private firms receiving 
deposits, dealing in hundis or lending money other than the Imperial 
Bank of India^ exchange and joint stock banks, co-operative banks and 
Post Ofji e *:^avings Banks,) 

55. Please name the communities which practice indigenous banting 
and money I ending in the areas with ivhick you are familiar, 

56 Stale what you know of the functions of the indigenous banker or 
moneylender in your tnllagt , tehsil, district or province, enumerating all 
kinds of hiKsinesN he transaets ? Does he combinr other businsis with 
banking f If so, to what extent f What percentaige of these indigenous 
bankers live exclusively or mainly on tnoneylending and banking f 

57. How and to what extent does an indigenous banker or moneylender, 
in your village, tehsil, district or province assist in finatmiilf agrieulture, 
trade and industry' T Do any of them invest in industrial t^meUS or keep 
bank deposits with industrial concerns to any apprecMde esdeni t 

58. State what you know of the organisation of tbe ladippcma binkiiif 
8)*stem in your district or province with regard to — 

(o) the amount of capital invested, 

(b) the volume of their business, 

(c) their expenses, 

(d) the relations between the village moneylender or banker^ tM 

town bgnlcer and the big shroff in dties and between 
ioid^enous bankers and othmr banks in tibe 



bapwial Bank d! India, the joint atoek haoka aii4 ^ oo- 
^pratiTe batdn, and 

ta) tk# fdafnoey «/ the faeilitiet aiordtd bjf th» Imptrial Bank to 
' Muitjawow haakort. 

State what"you know of the various forms of hundit and other 
OMdit u^mments by the indigenous bankers and montyhntUrt, thf 
extent of theii^ise <u eompand to the um of rupoos and notet, and tko at<^ 
tf prodmetion or marketing in wkiek they are used. Give aample oopiaB 
of ai^ of the kundia, promissory notes, deposit receipts, etc., used iu your 
loeaUty. 

60. State what you know of the indigenous banker’s methods of grant* 
ing loons and allowing cash credits and the terms and nature of tbkmi 
loans and cash credits. 

61. What are the means by which the indigenous bankers provide 
themselves with funds to meet the demands on them for funds f Diatm^ 
genah in this respect between the trUlage moneylender or banker, toiUn, 
banker and the big ahroff in cities. Form an estimate, or indicia, ikd 
means of forming an estimate, aa to the extent of their deposits. 

62. What are the rates of interest allowed on various kinds of deposita 
received by them t Do these rates vary in different seasons f What art 
the rates of interest chetrged by one indigenous banker to another (saukari 
rates) with or without security f 

_ 63. What are the rates of interest either in money or in kind which the 
agricultural community has to pay at present to the indigenous banker t 

In what manner do yon suggest these rates could be brought down by 
better organitetion f 

Would the reduction of such rates confer great benefit on the agricul* 
tural cbmmnnity and increase its resources thereby leading either to an 
improvement in the standard of living or enabling them to spend more on 
agricultural improvements, better agricultural implements, etc. ? 

64. Is there a prejudice in your locality against the indigenous 

bankers f 

Are the dealings of this class of bankers with their clients conducted 
on anund lines T If not, indicate the existing defects, making suggestions 
for remedying them. 

65. After making nllowariec for the legal expenses, manaigement 
charge^ Ickmcs through forechtsun*, can you give an idea of the net return 
to the indigonotia bankers and moneylenders on their capital. 

How many of the indigenous bankers or moneylenders have failed since 
i9$0 1 Is thab^, iMtsiness generally declinhig or increasing t 

W. Pleaae state whether the indigenous bankers and moneylender* 
^ demands for accommodation or whether they are obliged 

to refuse any, either on account of the unacceptAbie nature of the security 
offered or owing to insufficiency of their working capital t 

67. Wh^ are Bu> eristing facilities available to the public, ineludins 
indigeraoiM bankeraano moneylenders for internal remittance T 

To wkat extent do supply biUs facHUate remitiameet t Have you omi 
U> make for increasing their nee t ■ 
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Z>a«a ft»w from m€ rural ceuiru muMhm &m4 fmm rum 

tm wham, eenlreB during $amm af the pmr P 

" WWf of exehamge payable at more than one year^ after date <|i 

and what imporiamce, if any, is attached to them hg the com 
ntoimal eommumiy from the point of view of stamp duty t 

Have you any Buggestions for the amendment of the Negotiable Ijastru 
ppita Jiet by which the public and the bankers handling hundie might cm 
^ ilbaiiar protected or benefited ? 

Are hundis emanating from your locality discounted in your local 
yjmtoe or aro mdI ta a provincial centre and discounted there, or art 

held by middlemeii, merchants or commission agents T 

Have you any suggestions to make for the more extensive use ol 
bills generally {e.g., by reduction of duty on bills) 1 

69. Do you think there is a large amount of mone 3 ’ in the districts in 
the hands of indigenous bankers which does not find employment through^ 
out the year ? 

Do you think that owing to this cause any large amount of mon^ u 
vdiowing to the provincial capital either for long or for short periods t 

Do you think any kind of improvement in the organisation 
or borrowing can be made by which these funds instead of flowing to tte 
provincial capital would find remunerative employment in the districts 
^ hud thereby benefit the districts T 

70. At what rates are hundis purchased and sold in the basmr d/urirng 
the different seasons f Does the Imperial Bank of Indians hmndi rate affae^ 
these rates f If so, to what extent f 

71. Are these banbars sufficiently protected in law t 

Is there any legal or other facility which can be extended to them f 

72. Would you suggest any means of making this diaas of banlEim 
more serviceable to the community f Can they secure larger clientele if 
they are recognised by Government f What should be ike terme and 
(onditiom of such recognition f 

Do you recommend any other facilities to be given to this class for 
this purpose f 

73. Could you suggest any means by which the iadigenoua 
^stem in India could be improved and consolidated 

74. What do you think would be the attitude of tihe indigeaosa 
backing coromunit}' towards the introduction of any meaaixrea for repllat- 

their operations and for giving publicity to the aatim I 

75. Could you suggest any means of, creating or tra§e WOk 

e^ich the Imperial Bank of India or a Besorve Bank caeikt dksmmnd f 

How hi jmr opinioii should the indi^irexioim banlthig gystem be 
linked with the oenliwl money market and piovmeial eapihdv f 

« 77. Wouid yew anggeot the eslnbSahmmit of a branch of a jdbpi yimk 
bank, or a branch of a Central Seaerve Bank, or a laeal tandc wKli lei# 
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lligciMiis baninn and be able to utilise the local knowledge and otpenWMe 
it ttai kiier f 

How is competition of such a bank with the indigenous bankiW^ 
tUb areUed t 

78. WKai $itgg*ationM have you to make in regard to cloeer coniMWlMil 

the viOage banker dud the city ehroffe and (h) betwa ^ma 
Indi&H indigence banlw^ ghroffs on the ofw kond- ond joint 
IwmkMy mcirnding ike Imperial Bank of India, an the other hand f 

J. — iNVlESTlCKNrT HABIT AND AmUCTlON OF CAPITAL. 

79. Bow mmp of the agricnlinriste Ikring in pour village have 
opinion got a eurplus income over their necessary expondilMre t jSetinw^ 
the total amount avaitabh for saving in your xnllage, teksUt district #t^ 
jNWinOf. 

80. Can you form an estimate of the actual capital savings of the ogHh 

eulturisi in your village, tehsilf district or province f ^ 

81. Con you give any uaefiil information in regard to the habits of th8 
people of India to invest in silver and gold t Attempt an estimaie of tkl 
anwuHi of gold and silver bought in your village, tehstl, district or proidwk 
siimmiSu 

Is the tendency towards hoarding increasing or decreasing f Can you 
give an estimaie of the amount of hoarded wealth (e.g , valuables 
kuriedy omamentSretc,)^ for your village, teksil, district or province t 
Ipkat basis do you arrive at the estimaie f 

8SL Can you indicate clearly the habits of various groups of people 4^ 
eomnmnities jn your district or province with reference to monies whitk 
Oome into tJbeir hands by sale of produce or through any other eaws f 
Where do they keep this money and for what purposes and in what maimi| 
uae it What has been the influence of co-operative $ocietie$ <mm 
bamla, numnnce companies and provident societies in this respect t 

S8. Ho the farmers lend to fellow agricnlturista and on what tema t 
How do th^ invest surplus money in a prosperous year T Give any ins' 
formation yon can regarding* the amount, growth and distribution of aapiti^ 
among the indigenons population f 

91. State wild you know about the growth of cheque habit t 

What has been the effect of the abolition of stamp duty on ehefmi f 

What rlssnes ot population use cheques 1 Have you any sngmitioig 
In Min lor promoting the cheque habit (e.g., payment to Oorora* 

vmt miKva^wim mak ensployeee above Be. 100 by cheques) f 

Hash joit nuggections to make regarding the use of vernaculng 
■ohia is baohi^ l , 

86. Do Toa mpport the view timt the banking and hmotmont hiMthi 
India io teiyaiawgrofwtfa f If ao, to what eanaes do you attributo ft t 
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Wham ike umm or inotitatMOs in aafteaee fiv eneotiiagiiig iuriip^ 
and inwatmont iHdiita t 

Are the jpohlic provnifd'With full ftgjRtiBi for the invealakniiA^^ 

MvingaT < 

eating facilities be improved ip iiiy way or extedlMi ^ 
sauAer mterior places f 

Sd! Are Postal Cash Certificates popular in ypur 4BWii^ 

BJod can any steps be taken to increase their popiiaarit|r 1 

Do present interest rates of Cash Certificates aii4, do 

existing terms of issue in any way need alteration f 

# Do Post Office Savings Banks afford all . possifab to the 

.fnbliol 

What claases of population resort to such forms off iisraHment t 

Can anything be done to attract other classes f 

87. WUl swings associations like those under the ifMioikrf 8(svin0t 
Movettieni m England help to popularise the Cash Certificates f Biass$^fO% 
any knowledge of Investment Trusts f Do you advise the formaiim ^ 
such bodies in your province or district t 

88. Can you suggest ways in which persons unwilling to eom interest 
cm deposits can be induced to render such interest avaHorble for the economic 
development of the country T 

8&# Have you anytiung to gay regarding the alleged competitibn of 
Government with banking ingtitutions and bankers in deposits 

^ytheir attractive rates on Postal Cash Certificates aPd iRreasury J^iUb t 

State tile existing facilities for purchase and all# ^.Gbvernipftlft 
limriiies afforded by government, the Imperial Bank of^dia aadMher 
Are you in favour of granting any special faciliti^ to tbe smatt 
Iturists and the small investors of the countiy* to tako Mlinc ffirm 
rernment securities t If so. state what special 
t 

91. State the existing facilities for purchase and siAl 

tiian Government securities, affordcKi by the various 

1^ Have you any suggestions to make regardi^ the viur^iis"^MBsibl6 

of educating the peojile of the country to invesl^’flicir aavrofs in 
etive undertakings (e,g., propaganda bv Ooveqpieiit' in J'^ifkrd to 
nfnent loans for capital expenditure. etcJ ! ,, 

93 As far as you know, what has been the result of lili 
branches in recent years by the Imperial Bank of India# 

What are the existing banking resources in fimr diAtiddt or pro^ 
EsI ? Do you consider them adequate t 

Can you suggest places suitable for the 
Banks, co-operative credit banks, mortgage 
ock banks in the areas with which you ari 
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APPENDIX nr. 

Smoial questionnaire of tibe Central Areas Banking Bn^^fry 
CSommittee for Postal Officials. 


I)EP«)sm. 

1. (ho avt rajic amount of Savings Itank Dc- 
p08it%in'your Iwram'li for tho year IhKJ. HMSand oaoh of (ho 
years sinoo 1920, nientiouing the moot It.s in \\ hieh t ho fSaviugs 
Bank Deposits are at ifieir higlx .st ami (lie lowest in ('aeli year., 

Please mention tin maximum, average ami minimum 
amount of the Deposits dni ing ra' li of the y'ars mentioned 
above. 

2. What classes of peoide h' ' p the Sa\iug.s Bank DoposH^ 
with yon aiid what rongliB i.s the ])ropoition ol the I )eposit<S iif ' 
each of thes( classes to the total ? 

3. Art' th(' ailvantages of Savings Bank hnsiness sufflbientiy 

known to the public in \oni area ? How do the lacilities offof- 
ed by yoiir^^’tffaneh etonpai I with tho.st offered b\ branches of 
the Irapr'cial Bank or ol the Imlian .Joint-Stock Hanks, if any 
exist in your loealit\ ? \Miat further facilities w'ouI<i ymt 
sujggest to make this class oi (aismess mere [ropnlar ? ‘ ^ “ 

. .|L. ^O'^.jdo persons other tliaii depositors invest tfieir OiCiM* 
ai^ial Or permanent savings in \our loeality ? Do yon t||||||p 
tliat if your bram h oju ns current aecounls lieanng no 
or* Boratfnal rate ot interest withdrawable h\ clit'que, it 
attract any substantial deposits from the various eliuNiMqt 
peojriie in tne an'a in wdiii h your branch is located ? 

5. Have you experieuceii any diffienlty in ims-ting the 
maud for withdrawals from the cash ordinaiily kept in youc 

Hemittancks. 


ft. ipleldie'.give the total amount of money reraifiKipl by, 
* p and from your post office during each ol fSbe 

7. Do Jin usually have a surplus of remittanc.e8 tb p mi fy 
from your brancli ? Please mhlilion 
of the year during wdiich you nsual^ 




2430 

surplus. What is tlie totaj amount of money which you fiftY© 
been transmitting directly or indirectly to tlie headquarters in 
(*Bch of tlic years meiitiom*d al)ove ? 

Post Office Cash CEirm-iCATKS and Trea.sury^ BiLLg. 

8. What was the average amount of invcstmeat in cash 
certificaU-8 and treasury bills by the })Copk‘ of your locality 
during each of the years rnentioiu'd a])^)ve '1 What perccnta^ 
of the |)cople living in tie' locality in which your office is 
situated art' farnilhir with these forms of investment? What 
methods would yon suggest to make these facilities better 
Tcnown to Ihem ? Do the pn'senl rates of cash certificates 
requiio revision? How do these rates compare witli a safe 
returft on inve stment in land or tlu' itcl earnings from money- 
lepding in tlu' long period ? Are t liere any grounds for believing 
that the rates offered on |)o.stal cash certificates and Treasury 
!»]]• arc having a prejudic ial effect on ( tie depositi* in branches 
of the fmpi'rial Bank or of .loin! -Stock Banks in your locality ? 

4b -Arc there anv special development difficulties standing 
It the way of your office - 

(d) serving as a place of safe deposit for gold, silver, 
jewellery, doenrnents, etc. : 

{h) ofK'iiing current aei'onnts ; 

(c) selling Government Seeurities ; 

(d) niidertaking rneashment of notes into gold in small 

amounts at rates which do not involve loss to 
(Jovernment ; 

(c) lending out surplus funds on the sjiot untier suitable 
safeguards and limitations to — 

(J) licensed Mahajaiis, 

(2) agriculturists, 

and (3) non-agTiculturist.s. ^ 

Wliat safeguards, security, ivstrictions and control would 
you suggest in each case ? 


fttpr)-2S CT— 20-8-^-700, 
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APPENDIX V. 


^QotSTIONNA^IHE FOH CKOTHAI. cooperative nASKB. 


I . — Helaiiom of the Central Honk %cith affUioted Rural Credit 

Societies, 

1. (a) Does the Central Bank in granting loan^ to societies 
4!iatiiieuish clearly V>etween whort term and long term loans? If 
eo, wfiat number at yearn in taken as the dividing line? What 
proportions of the loans granted to rural credit societies in the 
last three years are recoverable by instalments terminating with 
the period regarded as ** short term ^*? What is the longest period 
over which repayment is spread? 

(b) Whether any such distinction is observed or not, please 
state the amount of outstanding loans to rural credit staueties 
repayable : — 

(;) In J93 (//) In Ifl.iO, (tn) In 19dl. (n) In the years 

(r) After I93vS. 

(c) If any revision of the lists for repayment of loans by 
societies to the Central Bank has been approved during the last 
three years, please state the result of the revision in the following 
form : — 


Before revision 
After revision 


Amount duo 
m the year 
of revtutoti. 


Amount due Amount due 
in the hmt in the neoond 
yenr after ymr 
revieion. revition. 


Amount due 
in tubeiequenl 
ymn. 


R». lU, lU. IK 


Have any loans l>een granted during the last three years 
by the Central Bank to rural credit societies expressly for (i) re- 
payment of old debts, including redemption of moitgaged land, oi 
(ti) improvemenbi of land? If w>, what are the usual jieriods of 
repayment for each class? 

3. What proportion of loans due for repayment to the Central 
Bank by rural credit societies has actually la^n repaid in each of 
the last three years? 


II . — Relation of the Central Bank with Socieftes other than Rural 

Credit Societies, 

4. What other societies are affiliated to the Central Bank lie- 
sides rural credit societies? Please state for each the number of 
members^ its purpose, and its present financial position? 

5. Have any suek aoeieiies been liquidated during the last 
five years? 

* The Committee is indebted to the Bihar and Orisaa Baqking Enquiry 
OoBunitriee for moat of the queatlont indtided in this questionnaire. 

BAKKCOM. 


V 
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6. Is the Central Bank’s own financial position in any way 
embarrassed by its connection with snob societies f What pro- 
portion of the outstanding liability of all classes of societies to 
the Central Bank is dne from societies other than rural credit 
societiesP 

III. — Finance, 

7. Please give details of the Central Bank’s working capital 
ae it stood on the 3lBt DeeemVier 1928 in the following form: — 

(1) Paid-up share capital. 

(2) Deposits. 

(3) Other borrowings. 

(4) lleserve Fund. 

(6) Other Funds. 

(6) Undistributed profits. 

(7) Miscellaneous. 

8. Please give further details of deposits in the following 
f onn : — 

A. By primary societies — 

(i) at calb curreiit accounts, savings bank account^ 

reserve and other funds of primary societies. 

(n) in fixed perifnls — 

1 year, 2 years, 3 years. More than 3 years. 

B. By individuals — 

(i) at call, i.e., current and savings bank accounts. 

(it) in fixed periods — 

1 year, 2 years, 3 years. More than 3 years. 

Are facilities of depositing restricted to persons who are share* 
holders or who reside in the area of the Bank’s activity, etc. P 

9. Please give further details of other borrowings 

10. What are the liquid resources of the Central Bank for (i) 
normal re<juiremente and (it) sudden emergencies P What pro- 
portion do they War to the total assets of the Bank? Have any 
emergencies occurred, and if so, how have they Wen metP 

11. What are the I'ates of interest paid by the Central Bank 
on the various kinds of deposits and on ** other borrowings *’P 

12. Has the Central Bank more money on deposit than it can 
profitably employ? If so, what steps have recently been taken 
or are in contemplation to remedy the position, eithw eacpand* 
ing business or oy reducing the rate of interest? Is there anir 
ground for believihi that reduction in the rate of intereet wift 
cause excessive withdrawal of deposits? 



13. At what rat^ ot iuter««t does* the Bank land to (f) rural 
'Credit societies, (ti) other classes of societies affiliated to it? 
Please state if there are any exceptional rates in special cases. 

14. At what rates of interest do primary rural credit societies 
lend to thair memliersP 

15. Do the Central Bank and the rural credit societies insist 
on collateral security for all or any classes of loans to members? 
What proportion of the total debt due to primary rural credit 
societies is backed by such security? lias tlie proportion shown a 
tendency to increase in recent years? 

lb. Do the rural cre<lit societies experience any difficulty in 
enforcing their claims against members? In what circumstances 
does the mahajan to have a prior claim to the society on 

the assets of a in ember? 

17. How' is transmission of fun<ls (i) between the Central Bank 
and the primary m)cieties aiTange<l? How' is interest on deposits, 
dividend, etc., paid hy the (Vntral Bank? 

18. What dividends has the Central Hank declared on share 
capital during the last three years? 

19. Does the Central Bank engage in any other banking aeU* 
vities than financing its affiliated societies, c.//., discounting bills 
of exchange? If so, please give a detailed account of such acti- 
vities. 


IV . — Genera L 

20. Please state the year in which the (Jentral Bank was 
founded and the total number of affiliated societies and of their 
members on the 3lst December 1928. 

21. To what classes do the present directors belong, e.jjr., 
professional gentlemen of the town in which the Bank is situated 
or representatives of the rural societies? Have the latter any 
real influence on the general policy or the detailed working of 
the Bank? 

22. Please note any special features of the Central Bank. 
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APPENDIX VI. 

•Special questioxkaire rkgakuing legal froceoubr, etc. 

1. What ameudmentA of the Negotiable Instruments Act do you 
consider desirable in the interests of either the public or the 
bankersP Explain the effect of your proposal. 

2. What are the most usual reasons for failing to pay ffiven 
W persons who are sued on a pro-note or on a mortgage-deed? 
What are generally the real reasons? 

fh How^ does it take on an average to rei’over through the 

civil courts in your localitj^ money due on a pro-note? How could 
this time lie reduced? 

4. (1) How long does it take on an average in your locality to 
obtain a preliminary’ decree in a mortgage-suit? How could this 
period be reduced? 

(2) WMien six months have expired since a preliminary’ mort- 
gage decree has been given, how inucli longer is required on an 
average to get a final decree? How can this time be reduced? 

(3) How long is the ordinary interval l>etween the date of the 
final decree and the date of publication of a proclamation of 
sale? How can this interval be reduced? 

(4) How long a time elapses on an average between the pro- 
clamation of sale and the recovery of the money? How can this 
time be reduced? 

(o) AVhat reasons are there for and against reducing the j>eriod 
of six months granted by’ a preliminary mortgage decree? How 
much reduction do you recommend? 

5. What is the usual expense in recovering money due on a 

J )ro-note for (a) one hundred rupees, (/>) one thouBand rupees? 
^lease show how the various parts of this expense are incurred. 

6. How could a reduction of the court-fees in suits on pro- 
notes or mortgages Iw justified? 

Title in land, 

7. What changes should be made in the system of Ijand Record* 
or the Registration of Deeds or elsewhere to simplify or cheapea 
the investigation of title in laud? 

Usuriam Lo^ns Act. 

8. {!) Do many people know that this Act exists? 

(2) Do many debtors in your district ask for the application 
of the Usurious Loans Act when sued for their debts? 

♦ The Committee is indebted to the Burma Banking Enquiry Committee 
mo«t of these questioos. 
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(3) Do eivil courts apply the Act without beiu^ asked by the 
debtor to do sol* 

(4) Are there xaauy cases iu which the Act should palpably 
be applied but is not? 

9. (1) Does a debtor who asks for the Act to be applied find 
greater difficulty in conseijueuce iu getting creilit aft4*r^%'ardsF 

^ Does that happen if the court applies the Act without being 
asked by the debtor to do so f 

(3) Are there anv other disadvantages for a debtor who (a) 
claims the benefit oi the Act or (//) is given the benefit without 
asking for it? 

10* Do lenders t'omuioiily protect themelves against applica- 
tion of the Act by getting new Ixinds exet*ute<l just before bring- 
ing their suit, the principal of the new' bond l)eing made up of 
the principal and interest of the old l>oiul and the lx)rrtiwer having 
no means of showing to the court that the u^w amount is made 
up in this way? Is legislation rtHjuired to reme<ly this? Would 
a law requiring the lender to give the lK>rrow'er a statement of the 
account every six months (or every year) W appropriate? 

11. How' will any law limiting interest affect borrowers who 
have little or no security to offer? If the law recognises that 
interest must correspond to the lender's risk, what is the limit 
to the rate that must be paid by a tenant cultivator with no 
property? If the law^ fixes an absolute limit, will not tin* l>or- 
ixiwers seek out lenders prepared to lireak the law and pay the 
present rates increased further to cover the lender's risk of punish- 
ment? 

12. How would any of the reiiieilies you suggest or approve 
meet the case of the borrower rtKjuiring money so urgently that 
he is willing to sign a Inind for a principal much in excess of 
what he actually l>orrow's? The Act includes this excess in ‘ in- 
terest ' but will the Iwrrower be able to prove the excess? 

13. (1) What advantages and disadvantages either for indi- 
viduals or for the country in general, would arise if the Act were 
useii more fre<juently? 

(2) How* could more freijuent u.se of the Act l>e brought aWut? 

(3) Do yon recommend the adoption of those measures? 

(4) Is there a danger that measures designed to encourage the 
use of the Act might lead to {a) w’idespread attempts to repudiate 
just debts or f 6) extravagance in incurring debt or (c) greater 
readiness on the part of people in general to break contno^ts? Do 
these dangers attend the measures you re^^ommendP How should 
they be met? 

14 . I* it tme that hormwera anxioua to fijet money will try 
to evade whatever law of this kind is mad«F Is it po«»ible to 
prevent evasions effectually F 
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If). (1) Bo you recommend any amendment of the Actf Give 
pariictdars. 

(2) Bo you i*ecommend the repeal of the Act with or without 
the substitution of different legislation? Give reasons. 

Insolvency of Ayricnltnriits, 

16. What changes are required in the Provincial Insolvency 
Act with respect to agriculturists? 

17. (1) If cultivators who have no hope of paying their debts 
went through some nort of insolvency procedure what advantages 
and disadvantages would they find? 

(2) Is it desirable that a (onsiderable number of agriculturists 
should go through such a procedure? What would be the effect 
upon the lenders and upon the conditions of agricultural credit? 


Bank my Lair and Pracfirr. 

18. (1) Should the term hanker be defined in the Negotiable 
Instruments Act? 

(^2) Can this definition be given satisfactorily otherwise than by 
instituting a register of bankers? 

(M) If a register of bankers is instituted, 

(a) What should l)e the qualifications for admission to the 

register? 

{h) Who should decide upon applications for admission? 

(c) Should unregistered persons be forbidden to do business 
under any title including the word hank or any of its derivatives? 

{d) Should the privileges given to bankers by the Negotiable 
Instruments Act, the Bankers' Books Evidence Act or any other 
law lie confined to registered bankers, while every person who 
carried on business under a title including the word hank (or 
any of its derivatives) or held himself out as a banker would oe 
subject to ail restrictions imposed upon bankers by law? (See 
item 5 of this question.) 

(e) Should any kind of banking business be forbidden to un- 
registered persons? 

(4) If you prefer another plan describe it said give a defini- 
tion of hank or hanker suitable for the Negotiable Instruments 
Act, having regard tn the matter of item 5 of this question. Ex- 

E lain also how your definition would apply to persons who com- 
ine banking business with some other business to which it may 
or may not be subsidiary. 

(5) The term banking is used in sections 4 and 259 of the 
Indian Companies Act without definition; banker is used in 
Articles 1 and 53 (1) of Schedule 1 of the Indian Stamp Act with 
the definition in section 2 (1) — ^that banker includes a bank and 
any person acting as a banker; in the Bankers* Books Evidence Act 
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the terms bank and Injtnker mean any company carrying on the 
business of bankers (and also persons to whom the Act is extended 
by notification in the Gaxette). Should a definition l>e inserted 
in the Indian Companies Act? Suggest a satisfactory definition 
for each Act. For each question c'Oiisider the case in which bank- 
ing is combined with some other business, whether as a subsidiary 
bit^^iness or not- 

^ 19, (1) Should the term customer of a l>auk ** be definoii 
for the purposes of the Negotiable Instruments Act? What de- 
finition should be adopted, having regard to the interests of both 
the bankers uml the public? (S^> Paget’s Law of Banking, 3rd 
edition, pages 10 to 14 and I>egal De<‘isions Affecting Bankers, 
Volume III, pages 89 and 220,) 

'2) Should the Act also state what the duties of a banker are 
in respect of en<|uiries to be made and refenmces to be required 
on admission of a new customer? (See PageCs Law of Baniduug 
11 et S€^i( and Journal of the Institute of Bankers, Volume XLIN, 
Part V, page 234). Should there be any distinction between regis- 
tered and unregistered bankers in this matter? [See item 3 (d) 
of q\ie8ti(»n No. 18.] 

20. Before the Underwood decision, in cases where the banker 
made no arrangements wuth his customer as to whether he wouM 
honour the (Mistomer’s cheque against uncleared effects, the credit on 
open cheques received hy the bunker for collection made the l)anker 
a holder for value. He wa.s therefore (assuming there w^aw no 
question of a forged endorwnnent) prote<!ted against the true oarner. 
In 1924 the Underwood case put upon the bunker the burden of 
proving (/) that cash was carried and (ri) that the customer might 
diaw at once; tliiis ir» most cases the banker would not be deemed 
to be a holder for value and would < onse(iueritIy be protected 
against the true owner if it should be found that his cumtomer had 
not a g<H>d title. fSee I^egal Decisions Affec ting Bankers, page 327 
ef seq). Should legislation be undetiaken on account of this deci- 
sion so as to relieve the banker (»f the burden it imposes upon liimP 
%Vould it be Huitable for this purjM)se to declare that, by crediting 
aa cash a bill or an uncitxssed (dieque which was not overdue and 
upon which there was no forged endorsement, a hanker shall 
become a holder for value? 

20A. Is it desirable to have the term “ negligence ’’ in section 
131 of the Negotiable Instruments Act defined? Would it l>e satis- 
f»i"tory to define it as an omission to do anything which a reason- 
able business-man would do, taking surmunding circumstances into 
consideration? What changes in this definition would you make? 
(See the case of Morrison r», Wesitminster Bank in I>egtil Deci- 
Bions Affecting Bunkers, Volume III, page 91.) 

21, In England it has been decided in the Macmillun caiie 
(Legal Decisions Affecting Bankers, Volume III, page 1G3) that 
it is the duty of a customer to draw his cheques in such a way 
M not to facilitate fraud. Should this ruling be emlKidied in tli# 
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Negotiable Instruments Act? Please suggest how this should be 
done. 

22. Are you in favour of legislation to mahe the taking out of 
his pass-book by a customer and its return to the bank by him 
without comment constitute a settled accountP (that is to say the 
customer should be assumed to have accepted the account as correct 
at the date the account was made up.) How would you provide 
for customers who only send in or take out their pass-bmks, at 
long intervals? Are there other cases of difficulty? 

23. (1) Comment upon the proposal that drafts, hundis and 
cheques originally made payable to bearer should be declared by 
law to be negotiable by delivery in all circumstances irrespective 
of any endorsements that may be made upon them. Do you 
•pprove P 

(2) If such legislation is passed will there be need for pro- 
tection in the case of htmdis analogous to that provided by cross- 
ing in the case of Ijearer cheques? 

24. Is it desirable to create bv law a special type of negotiable 
instrument which l>eing originally drawn payable to bearer should 
always remain payable to l>earer? 

25. What other amendments to the Negotiable Instruments 
Act with respect to cheques, or to fntndis or to any other nego* 
tiable instruments do you recommend? 

26. What amendments to the Bankers^ Bof)ks Evidence Act 
do you ruc’ommend, apart from that considered in question No. IS 
above? 
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APPENDIX VII. 

Abstract of cm*$ pulled up at raudam from the files of divided ca^es 
in the Courts of Delhi ^ Ajmer^Meneara and the North* 
UVi/ Frontier Provinces, 


DELHI PROVINCE. 


J. — Cant* No, vS»3. — Pohkiir versus tlawuhir, 

A. FACTS. — I, The plaintiff is a Jat by raste aiu! resitletit of Deoli 

and the defendant )^ an Ahir hy easle, resident of 
Khanpur. Both villages are in Delhi Prf>vinee, 

2. The*j)laint was presented <»n the 7th Feliruaiv 1929. 

(//) The defendant la rrowed a sum of Ks. 7(i on in- 
terest at Be. 1-8 pel eeiit. per mensem on the 
12th Fehniary 192h. 

[h) Xuthinp* was paid to the plaintiff hefore the 
institution of the ease. 

(c) A claim for recovery of Bh 100, i.e., princ ipal 
Bs. 7(» and interest Bs. 24, was hroufrht in 
after calculating interest at the rate of 18 j>er 
cent., Hs. 10 hein^ lelincjuished. 

3. A decree for the full anM>unt c laimed was a\var<h‘d 
on the 18th Mav 1929, /.e., Bs. lOO with costa 
Bs. 14-8. 

4. Xo exec- lit ion application was nmde. 

B. CONCLUSION.— (I) Ammnlng that the decree-holder acitudly 

reiUxed the decreed amount out of Court 
the pbdiitlff received Re. 84 aa Intereat on 
Rs. 76 f<ar 3 yearb and 3 oumtlia. The rate 
of Interest works out to 9 7 per oentM 
while the aUpulated rate of interest was 18 
per oent. per annum. 

(11) Assuming thst the plaintiff failed to realise 
the decretal amount, he lost bto fwindpal^ 
the interest thereon and the oosta. 


il. — Case No, 172. — Rati Ram versus Xundi. 

A. PACTS— 1 , Plaint tras pi«ftent«d on the 2nd April 1029. 

{a) The defendant purchased cloth worth Eb. 10 on 
credit on the I4th April 1926 and promiaed to 
pay interest at the rate of 2 per certt. per me.i- 
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After tKi^t he borrowed a !»»im of Bs. 19 
o» the 31 hI July 1927 at the saute rate of in- 
terest, i.e,, 2 percent, per niensevi. 

(6) A claim for the recovery of Bs. •48-®-6 was 
brought after calculating interest at 2 per cent, 
per mensem, i.e., Rs. 2l' principal ana Rs. 19 
interest and As. 3-() postage on notice. 

2. A decree for Rs. 38 including the costs amounting 
to Rs. 3-8 was awarded to the plaintiff on the 22nd 
April 1929. The tlefendant [promised to pay this in 
nmnthly instalments of Rs. 5 each. The Court not 
only flisallowed interest at the stipulated rate but 
allowed easy instalments spread over a long period 
without any interest whatever. 

3. No execution application was made. 

B CONCLUSION. — Aaaumlng Uiat the Mtiount decretd was paid fully, 
the plaintiff rei^ved Rs. as interest for the 
whole period. The rate of interest works out to 
about 7 8 per cent, while the stipulated rate of 
interest was 24 per cent. 


III. — Case No. 818.^ — Baldeo Jut versus (Jhisa Jat. 

A. FACTS. — 1, Both of residents of Banlner, Delhi. 

2. Plaint was presented on the 3rd November 1928. 

(а) The plaintiff deposited a sum of Ra. 113-7-6 on 
the 8th of Sawau Sainbat 1979, and the defend- 
ant promised to pay interest at the rate of | 
per cent, per month. On the 3rd June 1926 
the plaintiff withdrew’ a portion of his deposit 
leaving Rs. 90 with the aefendant at the same 
rate of interest. 

(б) A claim for recovery of Rs. 100, t.e., Rs. 90 
principal and Rs. 10 interest was brought, after 
calculating interest at the rate of \ per cent, 
per month and relinquishing Rs. 3-8, 

8. (o) A decree for the full amount claimed Be. 100 
was awarded against the defendant with costs 
Rs, 53-2. 

^ (h) Full interest up to the date of institution of the 

case was awarded, but interest was not allowed 
by the Court during the pendency of the suit. 

(c) No interest was awarded after the date of the 
decree 
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4. ApplicatioD for execution of the decree w«s made on 
tlie 2oth June 1929 and tlie whole amuunt of Ha. 100 
vluj Ra. 53-2 for coats was recovere<l from the de- 
lendant. 

B. CONOliUSION.— Tlie pfaJntlff leoelved Re. 10 as Interest on Re. M 
for the efiiote period. The Interest for the period 
the moneir wss diqtoeited oetnee to eboat Re. 3-8*8 
per oeat. per ennum •hile the atipoleted irnte of 
interest erss 6 per oent. 

IV. — Case No. IS. — Knnshi llan> rrrsux lot IVrsbnd. 

k. PACTS — 1. The plaintiff ifi a Brahmin by caMe ami the 

<laut a Jain. Both are re^iilents of Afehranli in 
Delhi Provinre. 

2 , Plaint wua preHeuteil on the 2*^th February 1927. 

(m) The defemlant exeenteil a born! on the 7th Janu- 
ary 192b for B«. 00 and ftffreed to pav the whole 
Htini in instalments^ of ll». each ancl in default 
promised to jiay interest at the rate of 2 per 
rent, per meusem. 

h) The ilelemlaiit paiil Hs. before the institutioiii 
of the ease. 

?( ) A <*laim for the reeoverv of Its. r)|‘(S was brought 
ill after c-abulatiii^ interest on the principal 
at the rate of 2 [lei (ent. jier mensem. 

<3. A d<H’ree for Rs. 39-1(1 was uwanled w ith ( osts Hs. 4. 
Instalments at long intcrrals were allowed witluntt 
any intemst so long as the instalments were paid in 
time. 

4. The first execution application was made on the Gih 
Tone 1929. 

B. CONCLUSION. — The pUJnUff awmftM R&. S-10 aa inUmst on 
Rft. 80 for 3 yeafi mnd 5 months. The rate of 
Intorait awarded by the Court comes to 9 S per 
oent per annum wbRe the stipulated rate of 
tnteieet was 24 per cent, per annum. 

W — Case No. 3590. — Ohisa Mai Molvi Mohammad Isnmil. 

A. PACTS. — I. Both residents of Paharganj, Delhi. 

2. Plaint was presented on the 26th November 1926. 

(a) The plaintiff Ixurowed the following amounts 
from the defendant: — 

Rs. 50 OB the 22nd June 1923, R«. 50 on the 
23rd July 1923 and R». 50 on the 7th 
Septeinl>er 1923. 
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The rate of int^^reat agreed upon wae 2 per 
cent, per mensem. 

(/>) A claim for the recovery of principal and in- 
terest was brought in, i.c., for Rs. loO principal 
and Rs. 119-8 as interest. • 

3. (a) A decree for the recovery of Rs. 269-8 on the 

25th November 1926 was awarded with costs 
amounting to Rs. 35-4. 

(5) Full interest was awarded up to the date of insti- 
tution of the suit but not after the decree. 

4. (a) The first execution application was made for the 

recovery of Rs. 269-8 on the 27th May 1927, 
but nothing was recovered. 

(5) The se<‘ 0 !id a|»plicutioii was made and properties 
were attached on 7th March 1928 and the whole 
sum was recovered. 

B. CONCLUSION.— The rate of interest aotoaJly realised comes to 
16*1 per omt. per annum while the stipulated rate 
of interest was ik per oent. 

VI. — Case Xo. 2870.— Pundit Ram Kishen verxus (1) Abdur Rashid, 
(2) Kalian, and (3) Murli. 

A* FACTS. — 1, The plaint was presented on the Nth November 1923. 

(a) The defendants had jointly executed a bond on 
the 6th June 1921 for Rs. 100 with a promise 
that interest would be paid monthly and the 
principal after 6 months. 

(h) The rate of interest agreed upon was 1 anna per 
rupee per month. 

(c) Plaintiff received a sum of Rs. 30 only from the 
defendants prior to the institution of the case. 

(J) A < laim for the recovery^ of Rs. 250 in all was 
brought in after cab ulating interest. 

2. (a) A deci<*e for the full amount claimed Bs. 250, 
f.c., Rs. 100 principal and R®. 150 interest due 
to the plaintiff, was award^>d against all the 
defendants including an ejt-parle decree against 
No. (2) on the 16th November 1923, with coats 
amounting to Rs. 43-10. 

. .0^ 

(h) Full interest up to the date of inatituiion of the 
suit was awarded. 

(r) No interest was awarded from the date of decree. 



44S 


. (a) Application for execution was made on the I9th 
Januaix' 1924. The properties of the defen- 
Hants were attached. 

(h) On the 5th Jaiiuarv 1927 the sciond upnliruttoii 
was put in for t&e recx»very of Rs. 250 plu$ 
Bs. 43-10. Out of this only RvS. 130 waa re- 
covered from the sale prcH'eeds of the properties 
attached. The remaining sum of Re, 120 plug 
Uh. 43-10 plug Rs. 5 (expenses incurred in con* 
ne<ii<in with the exe<'uiion application) could 
not recovered fnim the defendants. 

The file does not show’ any rec^overy of the remain- 
ing amount. 

B. CONCLUSION.— The platnUff Moelted only Ra. 11*6 aa iitUreet 
on Rs. 100 for 0 yean and 7 monilia which works 
out to 2 per cent, per annum while the stipulated 
rate of interest was 75 per oent. 

Vn. — Case No. 3152. — Rum Tiul remus tiordhan and others. 

A. FACTS. — 1, Both residents of Shah M<d>arka, Delhi. 

2. (ci) The defendant borrowed cm the 30th August 1921 

Rs. 150 and promised to i^e-pay in 6 equal instal- 
ments of Rs. 25 each. Iii cas^^ of default 
interest was to be chargeil at 37*5 per cent, per 
annum. 

(h) *A claim for the recovery of Rs. 250 (Us. 150 as 
principal and Rs. 100 as interest) was put in 
after calculating interest. 

3. A decree for the full amount claimed wm awarded 

on the 15th DecemWi 1923^ t.c., lis. 250 with 
costs Rs. 29- ti. 

4. (a) First execution upplic’ation was made on the 

24th November 1924 for the recovery t»f the full 
amount with costs, out of this only Rs. 7-12 
was recovered and prf»perty was attached. 
After some time Its. 20, Rs. HO and Its. 25 were 
recovered and both came to an understanding 
that the remaining sum would l»e paid in instal 
inents of Rs. 15 each. 

(h) The second application for execution was made 
on the 5th ISoveml>er 1929 for the reriovery of 
Rs. 170. (This include interest awarded on the 
decreed amount.) The defendant achnitted the 
c laim and promised to pay it in monthly instal- 
ments of Its. 5 each, ancf fio long as the instal- 
ments w’ere paid in time no interest wa<> to be 
charged. 
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B* COff€SLU8ION«— Aatomini tbu the pMniW lewteced the amoii^ 
In fell in eoootdeiioe with the terani of the settle* 
meat, he leeJIsed teterest et the mte of 8 4 per 
cent while the stipalated mte of was 

37 5 per cent, per ennnm. 

VTII. — Caj»^ No. 3140. — Kalloo Mul verms (1) Mohan and (2) Tara. 

A. FACTS. — 1. Both residents of Ganj Amir Khan. 

2. Plaint was presented on the 7th December 1923. 

fa) The defendants had executed a bond on the 19th 
June 1920, for Its. 125 and agreed to pay it 
back in monthly instalments of Rs. 10. 

(h) The rate of interest agreed upon was 87"6 per 
cent, per annum. 

fc) Plaintiff received a sum of Rs. 35 only prior to 
the institution of the suit. 

(d) A claim for recovery of Rs. 90 principal and 
Rs. 00 as interest, r.c., Rs. 150 was brought in, 
after calculating interest at the rate of 3^ per 
(>ent. per mensem and relinquishing Rs. 84-8. 

3. (//) A decree tor the f\ill amount claimed, i.c., 

R.s. 150 was awarded against the defendants on 
the 15th December 1923 with < osts amounting 
to Rs. 24-2. 

(h) Full interest up to the date of the institution of 
the suit was awarded but instalments were 
allowed without any interest so long as instal- 
ments w'ere paid in full. 

(c) No interest w’as awarded from the date of the 
decree. 

4. Application for execution was made on the 13th 

December 1926 and the judgment-debtor agreed to 

pay the whole amount in monthly instalinents of 

Ils. 8 each, 

B« CONCLUSION.— The aotuftily realised interest worts out to 6 9 
per oent per aiumm while the stipulated rate of 
Interatt was S7 5 per cent. 

IX. — Case No. 3789. — Mangi Lai versus Mahrab. 

A. FACTS. — 1. Both residents of Paharganj. 

2. The plaint was presented on the 6th December 1926. 

(a) The defendant took on the 16th December 1923 
Hs. 100 on a bond and agreed to pay interest at 
the rate of 37*6 per cent, per annum. 
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(5) A claim for the recovwry of Ea, 21&-10 wii 
brought in and a decre# for the full amount 
wan awarded with a p to vino to the effect that the 
whole »um would be paid in monthly iuntaU 
ments of Rs. 10 each. 

3, The first exe<‘utioa applicatiotj was made on the 
27th April 1927. The properties were attached. 

The second application was made on the 4ih May 
1927. 


6. CONCLUSION. —Assuming that the whole amount was reootered 
through attaohmeiu eiery time, and that the 
i asta inisiit s are apptopria^ Siet to inteioat and 
then to prtnoipal, the fate of interest works out 
to 26 5 par oent while the stipulated rate of 
intoest was 37 5 per cent 


X. — Case No. 71fi. — Ram Chand versus (Hnilaiu Ahmad. 

A. FACTS* — 1. Both residents of Pahargauj, Delhi. 

2. The plaint was presented on the 7th Febriiary 1927. 

(a) The defendant look Rs. 2(K) from the plaintiff 
on the 15th December 1924 

(b) The rate of interest agreed upon was GJ per 
cent, per mensem. 

(c) A claim for the recovery of Rs. 600 was brought 
in. 

{d) lla, 25 were recovered before the institution of 
the case. 

3. A decree for the recovery of Rs. 500, t.e., Its. 200 
principal and Rs. 300 interest, was aw^atded on the 
3rd March 1927, with costs amounting U) Us. OG-6. 

Full interest up to the institution of the case was 
awarded. 

No interest was awarded after the decree. 

4. An execution application was made on the 16th May 
1927 for the recovery of Rs. 500, with no result. 

B. CONCLUSION.— Eiew ppesniwtng tiwi tiia whola amount was fw* 

oofMd in full, the plaintHf asoottod Ba. S3S as 
bMmt on Ri. 200 for 2 yoaia and 6 months. 
Tha lati of Mifiat weiks ant at 67 per oant. 
whtta the atlpidalid mim of inteiait ia 76 par 
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XI, — Case No, 2878. — Pundit Ham Kinheit ver$u$ (1) Rahmat Khan, 
(2) Dindar Khan, and (3) Murli. 

A. PACTS— I. The plaint was presented on the 14th November 

1923. 

{a) The ilefeuduuts had jointly executed a bond o» 
the 2iid Octot>er 1920 for Rs. 48 and agreed to 
repay it in montbh' iuHtalments of Rs. 6 eat;h 
and in <*a«e of default to pay interest at 37*?> 
per cent. 

[h) Plaintiff received Rs. 8 from the defendants prior 
to the institution of the suit. 

(c) A claim for the recovery of Rs. 40 principal 
^lus Rs. 36 interest, i.c., Rs. 75 was brought 
in after calculating interest at the rate of 37*6 
{>er cent, and relin(|uishing the balance. 

2. (a) A decree for the full amount claimed, i.e., 

Rs. 75 was awarded against all the defendants^ 
including an e.r parte decree against defendants^ 
Nos. I and 3 on the 1st December 1913, with 
costs amounting to Rs. 12-6. 

(h) Pull interest up to the date of the institution of 
the case was awarded. 

(c) No interest wa.s aw^arded alter tht date of the 
decree. 

3. (a) An execution application was made on the 9th 

December 1926 but a sum of Rs. 15 only wad 
recovered. Re. 1-8 was spent in connection 
with execution application. 

(5) On the 23rd April 1920 the second application 
for exe(!uiion was put in for the recovery of the 
lemainiiig sum Rs. 73-13 which was recovered 
in full. 

B. CONCLUSION* — ^The pUiniiff reoalYed Rs* 36 as interest for 5 yean 

and 6| months on Rs* W. The interest motiB 
oot to 18 8 per oent* per annum up to the date of 
full payment while the stipulated rate of interest 
was 37 8 per oenL per annum* 

XII. — Case No. 4438. — Ohisa Mai (1) Abdul Qadir and (2) 

Musammat Aliman . 

A. FJbCTS* — 1. Both residents of Paharganj, Delhi. 

2. The plaint was presented on the 8th December 1926* 

(a) The defendants had executed a bond on the 28th 
September 1923 for Rs. 48 and agreed to repay* 
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it in monthly iusialmonta of 4 eacli and itt 
default to pay intereirt at the rate of 37*5 per 
cent. 

(fc) Interest agreed u|K)a was 6 pies per rupee per 
, month, t.r., 37‘5 j>er rent. 

(c) Plaintiff received a sum of lls. 20 only from 
the flefendiiiitH prior to the institution of the 
^ case on the 28th January 1924. 

(rf) A claim for recovery of Rs. Wl, f.e., Rs, 23 
principal and Ra. 22 interest, was bn>ugbl in 
after ('alculatiiig interest at the rate of 37*o per 
<ei!t, and reiiic]uishiug the balain^e. 

3. \it) A de<’iee for the full amount cluiiiied, t.e. * Rs, 50 
was awuirded against all the defendants on the 
KHh May 1927 w ith costs Rs. 4-4. 

ih) bull interest up to the date nt inutitutiori of the 
case was awarded. 

{(') No interest was awarded after the date of the 
decree. 

1. to) The first applicati<»n for execution was made on 
the 12th November 1927. Only Rs. 5 were 
recovered then, but later on R». 30 are said to 
have been realised. 

ih) The .second execution application was put in for 
the recovery of the remaining sum <in the 23rd 
July 1928/ 

Notc. — I t n*>t tti>tK*ar frotn tfu? Court tiie that tht‘ rcmaiuing HUin naji 

rcaiised from the defendant* 

B. CONCLUSION.— Awamiiig full recovery after the aeoond execution 
application, the plaintiff received Ra. 23 aa in- 
terest on Ra. 28 for 4 yeara and montha and 
on Ra. 18 for 8 months and 11 deya. The rale of 
Interest realised comas to 17 4 per cent, while 
the stipulated rate of Intereat was 37 5 per cent. 

PROVINCE OF AJMER-MERWARA. 


I^ — Case No, 28 of 1928. — Moolchami verms Lachcnun, sou of Gudu 

Dlianim. 

A* FACTS. — J. Loan advanced on the bt of November 1922 was 
lb. 7-8. The fitipwlated rate of interest was 37*5 
per cent, per annum. 

2. Total amount including interest said to be due up 
to 30th May 1927 was lls. 15. The amount said to 
have been rec-overed before filing the suit was niL 
The amount claimed was Rs,. 15. 
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3. (a) The suit eaded in a compromiM decree for 

Rs. 7-8 pltu costs amouiiting to Rs 10, i.e., 
total R». 17-8. The decreed nmoant was to be 
paid first by Dhauua in lump sum at a time; if 
he failed to pay, the money was to recovered 
from Lachman. 

(b) No interest was awarded after the date of the 
decree. 

4. No e.Kecution application has been made so far. 

B. OOHClrUBION.— (I) AMomiBg that the decreed amount «as not 

realised, the creditor loet cent, per cant, of 
his principal together with inteieet thereon 
and the ’costs of the suit. 

(II) Even if the decreed amount was fully reoo- 
veied, the interest realised Is nil. 

II. — Case No. 48 of 1928. — Ludlmrain and others versus Binder 
Khan, .Annu Khan and others. 

h. FACTS. — ]. Loan advanced on the 80th May 1923, Rs. 54. 

Interest at 37’o per cent, per annum wa.s agreed to 
in the bond. 

2. The total amount said to be due up to 23rd Novem- 
ber 1927 was Rs. 114-11. The amount said to 
have been recovered before tiling the stiit was 
Rs. 0-11. The amount claimed was Rs. 108. 

3. (a) The suit was contested but a decree was awarded 

on the 27th March 1928 for Rs, 108 with costa 
amounting to Rs. 18-8. 

(6) The terms of the decree were that the judgment- 
debtor .should pay this amount in three annual 
instalments, and th.it if he failed to pay even 
one instalment on due date he shall have to pay 
the full amouut at once. 

(c) Interest after the decree was to be paid at the 
rate of per cent, per annum only if the judg- 
ment-debtor failed to pay the instalments on 
due date. 

5. No execution application has yet been made. 

B. COHCLUSION.— (I) If the craditor has lEaRcd to Noovar the dccte- 

tal amoont, the (oeditor lost hla pcinidpal 
togetiiar with tntaraat thanon and the ocate 
of the anlt, 

* (11) Asaumlng that the total daontal amoant ana 

nallaad in aoocndanea vtth the taima of the 
dacNe, the lata of iBteeeat naUaed la 18^7 
per cent per aniwm, Bumgh the atipdated 
Idle via 87 per cent, iper anmun. 
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III. — Hialii Karan verfm Ookni. 

FACTS. — 1. The loiiii advaneeil on the 24th December 1924 waa 
R«, If). The rate of iafereHt ti|free<i to in the Khata 
wan 15 per cent, per annum. Interest from the 24th 
December 1924 to 19th Dei^eml>er 1927 was Rs, 6-11. 

2. Totiil timonni said to Iwi due wan Rs. 21-1 L The 

« amount said to have been 4(;^covered Wfore filing the 

suit was Re. 1-11. The amount claimed was Ri. 20. 

3. The suit was contested but a dec roe was aw arded on 
the (ith February 1928 for Rs. 20, wnth costs 
amounting to Rs. 5, 

4. An execution applii ution was made on the ITth Sep- 
tember 1928. but m,i recovery was made, 

B. CONCLUSION.— (I) If the pialiUiff haa faUed to leoover any 

unount after the last execution appikMUion, 
he haa loat oent. per cent, of his j^noipal as 
well as Interest. 

(U) Even assuming that the toial decretal 
amount was realised in full Immediately after 
the laat execution application, the rata of 
interest realised is 12^1 per oent. per annum 
a^nst the stipulated rate of IS per oent. 
per annum. 


IV. — Case No. 51 of 1928. — MiIu[K'hand, Madanlal versus Pertub. 

A. FACTS. — 1. The loan mlvanced on Ihe 29th danuarv 1922 was 

R«i. 99. The rate of interest agreed to in the bond 
was 15 per cent, per annum. Interest from the 29th 
January 1922 to the 12th December 1927 was Its. 87. 

2. Total an)ount naid to bn due was Rs. 18(5. The 
amount stated to have been recovered before filing 
the suit was niL Total amount claimed w as Its. 186. 

3. The suit was contested but the decree was granted on 

the 13th 1928 for Rs. 180 with costs amount- 

ing to Rs. 40-6, total amount decreed being Hs. 226- 
6. No interest was awarded by the Court from the 
date of decree. 

4. Due to execution application No. 1562, dated the 
17tb March 1928, the amount recovered on the 30th 
Octoi>er 1928 was Rs. 16 only. 

B. CONCLUSION. — (I) If the plehrtllf has AUled to rMOtw uy 

emowut alter the dicte of last recovery of 



Rs. 15 only, Im has lost 84 por oant. of hli 
prinoipal as well as the Interest thereon and 
the costs incurred on the suit. 

(II) Eren assuming that the total decretal ameaat 
was realised in foil one year after the date 
of the last reooyery, the rate of latMest 
realised is 11 2 per cent, per aanom while the 
stipulated rate is 18 per cent, per annum. 


V. — Case No. 22b of 1928. — Behari I^al verms Moti. 

A. FACTS. — 1. The loan u(lvanre«l on fhe 2ml January 1925 wan 

Its. 202-1. The stipulated rate of interest was 15 
per cent, per annum. Interest from 2nd January 
1925 to 3ni .lunuary 1928 was Rs. 72-12. 

2. The total amount said to be due was Rs. 274-13. 
The amount .said to be recovered before filing the 
suit was Rs. 44. The amount waived was As. 13. 
The amount claimed was Rs. 230. 

3. The suit ended in a compromise decree on the 30th 
January 1928 for Rs. 230 with costs amounting to 
Rs. 29-2, payable in half-yearly instalments of 
Rs. 35, with a proviso that failure to pay three con- 
secutive instalments on dne dates made the debtor 
liable to pay the full amount at a time in lumj) 
sum with costs. The rate of interest allowed by the 
court from the date of failure was 6 per cent, per 
annum. No interest was payable from the date of 
decree, if instalments were paid regularly. 

4. No execution application has so far been made. 

B. CONCLUSION.— (I) Awamind that the pUintiff has failed to 

recover any portion of the amount after the 
decree was passed, the oreditor has lost 75 
per cent, of his principal, the interest dranted 
by the court and the ooet Inooired oa the 
suit. 

(II) Even assumlnd tiiat the defendant has been 
payiod hli the InstalmMito reduiariy and that 
the plaintiff was sMe to recover the amount 
in full, the rate of interest realised on the 
prinoipal and costs is less tiian 7 per cent, 
per annum, while the ^pulated rate is 15 
per oend. 


VI. — Case No. 2^5 of 1928. — Gulabchand versus Nanga. 

A. FACTS. — 1. The loan advanced on the 31st August 1926 was 
Rs. 18-12. The stipulated rate of interest was 21 
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per cent, jier uuiiuiik Inteie«t from the 3Ut Aupust 
1920 to the 17th lleceniKer 1927 was Rs. 0 - 1 * 6 . 

2. Total amount ^aid to lie due was Rs. 23-l*‘M), The 
amount stated to hare lieen i'e<'overe<l l>efim‘ filing 

# the suit m'as Rs. 3-13-6. The ainount claime<l was 
Rs. 20. 

3. A decree was gi%*eii on 18th January 1928 for Rs. 2t) 

• with costs amounting to Rs. 4-7 to lie paid in half- 

yearly instalments; failing to j>ay even <ine instal- 
ment tin the due date made the debtor liable to pay 
the whole amount in lump sum. 

4. No further interest was granted by the court. 

5. As a result of execution appHtuiion No. 3030 of 
1928. dated the 29th May 1928. Rs. 25 were re- 
covered on the 1 4th August 1928. 

B. CONCLUSION.— The creditor mui able to realise 13 8 per cent, per 
annum on acoount of Interest while the stipulated 
rate of Intaieat was 21 per cent, per annum. 

VII, — Case No. 18 of 1928. — (Ihisalal versus Chanda. 

A. PACTS. — 1. The loan advanc ed on I6th October 1926 was Rh. 11. 

The stipulated rate of interest was As. 12 per rupee 
(fa»lana), i.e., 25 per (ent. per annum. Interest 
from 16th May 1927 to 8th December 1927 was esti- 
mated at Rs. 4-2. 

2. Total amount said to be due was Rs. 15-2. The 
amount recovered liefore filing the suit was As. 2. 
The amount claimed wa.s Rs. 15, 

3. The suit ended in a compromise dec ree on the 19th 

January 1928 for Rs, with proportnmate costs, 

4. No execution application has so far been made. 

B. CONCLUSION.— (I) if the creditor hss fsUed to realise the deore- 

Ui smountt he has lost cent, per oent. of his 
principal, the inters and the costa inourred 
<m the case. 

(II) Even sssumln^ that the creditor was able to 
realtoe the decretal amount in full, the 
creditor has lost 7 per cei^. of bis oapttalt 
toi^ether with the Interest due on his prin- 
cipal. 

VIII. — Case No. 22 of 1928. — Deokaran ver$u$ Sheola. 

A. FACTS. — 1. The loan advanced on the 10th October 1925 was 
Rs. 8. The stipulated rate of interest was 18 75 per 
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cent, per annum. Interest from 10th October 1925 
to 17th Derembei 1927 was estimated at Ea. 3*4-3. 
Notice fee was As. 2-6, 

2. The total amount statetl to be due was Rs. 11-6-9. 
Tlje amount recovered before filing th«> suit was 
Re, 1-6-9. The amount claimed was Rs. 10. 

3. The suit ended in a compromise decree on Ifeth 
January 1928 for Rs. 7 with costs amounting io- 
Re. I . The tenns of the decree were that the iudg- 
nrent -debtor should pay the amount in two monthly 
instalments of Us. 4 each, but in case of failure to 
pay even one instalment on due date, the debtor 
shall have to j>ay the full amount in a lump sura. 

4. No interest on the decreed amount was allowed in 
case the instalments were j)aid in time, but in caso 
of failure to do so, further interest at 18 75 per cent, 
per annum was payable from the date of failure. 

5. Due to execution application No. 4511, dated the 
27th September 1928, Rs. 11 were recovered on lOtli 
Januarv 1929. 

B. CONCLUSION.- -The Interest realised by the plaintliff is 9*3 per 
cent, per annum a^imt the stipulated rate of 
18 75 per cent, per annum. 


IX. — Case No. 216 of 1928, — tfordhan verstat (fhiHa. 

A. FACTS. — 1. The bum advanced on the 12th May 1927 was 
Rs. llK). The nite of intercBi agreed to in the bond 
is 16 per cent, per annum. Interest from 12th May 
1927 to Kith January 1928 amounted to Rs. 10-2. 

2. The total amount said to be due was estimated at 
Rs. 110-2. The amount .stated to have been recover- 
ed before filing the suit w^as As. 2. The aruoimt 
claimed was Rs. 110. 

8. The suit ended in a compromise decree on the 10th 
Februaiy’ 1928 for Rs. 110 with costs amounting to 
Rs. 17-14 payable in half-yearly instalments of 
Rs. 36 each, bxit in i-ase of failure to pay two conse- 
cutive instalments on the due dates, the debtor 
should pay the full amount at a time in lump sum 
with costs. Interest was allowed at 4} per cent, per 
annum from the 10th of February 1928. 

4. As the result of execution application No. 427, dated 
12th February 1929, Rs. 24 were recovered on 26th 
February 19^. 

B. CONCLUSION.— (1) If no amount ms noorond by tbs plaibitiir 

after the date of tlm last Moorefy, Nia aiudit- 
or last 7& par oent. of Ua oaidtel, togather 
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(II) Evan aBai4mind that tha platntlff was abla to 
laallBo tha daoiatal amonnt in full Imnia- 
diataiy aftar tha data ol tha last raooYery, 
the rata of Intaiaat raaliaad is 7 9 par oant. 
par aimom while tha sUpnlatad rata of In* 
iarast is 15 par oant. par annum* 


X. — Kanliiya Lul versus Kajaniar, 

A* FACTS* — 1. The [ilaint wan on the 28th Octol>er 1918. 

Defeiulaut on 2oth l)€M*entl>er 1915 struck a balance 
of R«. 49-8 in the areouiit lH>ok of the plaintiff which 
carried interest at the rate of 1 percent, per mensem. 
Thereafter he to<ik Ks. 2 on the 27th January 1916 
and Us. 2-8 on the 17th March 1916, and these suimi 
were debited to his account. 

2. A suit was hioufrht fur ie(*overy of Us. 51 principal 
jilv$ Us. 18-14-6 interest : total Rs. 72-14-6. No- 
th iiij^^: was repaid during tlte interval 

3. An cj- jHirte decree was granted for Us. 72-14-6 plus 
Us. 10-10 on account of costs, total Us. 8(l-8-6 on 
the 26ih May 1919. No interest was awarded after 
the date of decree. 

4. I nfntrfuous rrcrution applicoUons. — First execu- 
tion application was presented on the 23rd March 
1921 for recovery of Ks. 83-8-6. This was filed iu 
default of the decree-holder on the 3rd October 1921. 
On the 18th Noveml^er 1922 another application for 
execution was filed for recovery of the whole decre- 
tal amount. This was also filed on the 2l8t February 
1923 in the absence of lK)th parties. On the 1st 
Oc-tobei 1924 a third appi legation was put in for 
recovery of the decretal amount. This application 
was dismissed in default of the decree-holder. 

B. COMCLfUSION*— (1) Aasumiiig that no amouni waa maltoed aftof 

the last exeoutloii apiMoatloii, the pbOntlff 
hue loot his prineipalt the intereet aocruedt 
end the oeeia Ineufied on the suit* 

(II) Therateof interait cateulatedcmtbei^ 

tion Utat the deoMtal amoitiit wm fully re* 
ooYMPed hy the ofedttor inttnedtetely after the 
tet exeootion appHoatioii fa 4 per oent* per 
annum atfahMU: 12 par oent* per annum the 
sttpnlated mte of inteieit. 

XI. — Chuni Lai Dersus Phandu. 

iu FlXflNI. — '1. The plaint wan presented on 12th October 1918. 

On 12th October 1912 the defendant executed a bond 
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to the effect that he owed R». 199*8 to the plaintiffs 
The stipulated rate of interest was 11 per cent, per 
mensem and in return he mortga^d about 7 ani* 
muls. Nothing was paid in the interval. A suit 
was l)rought on 12th Octolier 1918 for repovery of 
lis. 199, 

2. All er jHirte de<'ree was granted on lOth January 
1919 for Its. 199 priiu inal, pluit Hs. 10-4 costs, total 
Its. 215*4, to be jpayablc by monthly instalments 
of Ils. 15 each. No future interest was awarded by 
the court after the date of the de<*ree if there was 
default in regular payment of instalments. 

d. On the 10th May 1919 an appli(‘atioii for the re- 
covery of the first instalment was made. On 2nd 
July 1919 Its. 0 were lecovereil. On the 1st October 
1919 another application was made for recovery of 
the balance of Its. 9-5 on account of the first instal- 
ment. On the 9th of January 1928 He. 1-J2 were 
recovered. On the 1st of October 1920 another ap* 
pliiation was made for recovery of 3 instalments of 
Its. 45-14 out of which Its. 7-12 had already been 
recovered, and the balance outstanding was Its. 38-2. 
Tbs was tiled as infrucluous on the 19th November 
1920. 

B« CONCLUSION.— (I) If the plaintiff was unable to realise the 

decretal anxount, he lost 96 per cent, of his 
capital, together with the interest and the 
costs of the suit. 

(II) Even supposing that the creditor was able te 
realise the full decretal amount, he got no 
interest. 


XII. — Padhamal versus Lachbinan. 

A. PACTS. — 1. The plaint was presented on the 11th November 
1918. The defendant purchased a she-buffalo on the 
16th December 1915 and made an entry to that 
effect in the accouat Ijook of the plaintiff. The 
buffalo w’as purchased for Bs, 31-10 and the rate of 
interest agreed to was 18 per cent, per annum. 
Defendant paid only Be. l^S in the inteiwal, 

2, A suit was brought for the recovery of Rs, 30*2 
principal plus Ife. 16-4 interest for 36 months. 
l''he court on the Sib September 1919 granted mi ex 
parte decree for Rs. 30*2 principal jHus Rs. 10-14 
interest phis Hs. 6 costs, total Its. 47. No future 
interest was allow^ed after the date of the decree. 
The first execution application was made on the 28th 
July 1920. This application was dismissed in de- 
fault of the decree-holder on the 27th April 1921. 
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Another applimtiun wus made on tlie 9th Deeemher 
1921 . Thn wa« alsw dismi.<t<«ed in default on the 
•3(Hh March 1922. The third application for execu- 
tion was made on the 19th Octooer 1922. This aleo 
, met with the stame fate on the 28th June 1922. 

B. COMCLUSKHf. — (1) If the caedltor was ttiwhie to kmUm the 

deeeetel enuNuit, he loot his entire oepltsl, 
• totfether with the Interest eooiwed thereon 

snd ocsts of the suit. 

(II) Even supposing that the creditor was able to 
recover the decretal amount Immediately 
after the last exeontion applloation, the mte 
of interest rndlsed by him is 8 3 per cent, per 
annum against the stipalated rate of 18 per 
cent, per annum. 


XI If. — Kaliyaii Mai Kurja. 

A. FACTS. — 1. The plaint was |)r«»stMit<Ml (III tho ‘-vMst NfivomlH»r 
1918. Till* cluiin was h.isod on u ImiikI for R«i. 48 , 
dat<»(l the 27th XovpuiWr 19 lo. Tin* ternis of 
n^payniont were that Rs. 8 jier month would he paid. 
In rase of default of an iuMalment, interest ui the 
rate of one anna per rupee for the unpaid instal- 
ment wa.s to he charged. In I’a.se of failure to pay 
two instalments continuou.sly , interest at the rate of 
one anna per rupee per month on the whole amount 
was payable till the whole amount was repaid. On 
the IGth January 191G Ils. 12 were paid, ami again 
on the 12th Mareh 191G Rs. 12 were paid. There* 
after nothing was paid. In the plaint interest wan 
calrulated at the nite of G pies per rupee per month 
and a claim was made tor recovery of Rs. 44-1 1, i*# 
Rs. 24 principal plus Rs. 20-7-G interest plu$ A». 3-G 
on a< count of the cost of notice (total Rs. 44-11). 

2. An c.r fxirte decree was granted on the 12th May 
1919 for Rs. 24 principal plun Rs. 2G-7-G interest 
plu$ Rs. 7-G cost, total Its. 51.13-G payable in two 
six-monthly instalment.s. No future interest was 
awarded, (not even in case of default in the payment 
of instalments). 

4. The fii*st exec ution application was put in on the 1st 
December 1919 for the rec overy of the first instal- 
ment of Rs. 25-14-9. This application wa.s dismiss- 
ed in default of the decree-holder on the 29th Ap il 
1939. The de<^ree- holder again made an apnlication 
for the recovery of the whole, Rs. 51-lS-fi pluM costs, 
total Rs. 53-14* on the 7th May 1920. This applica- 
tion was file<l on the 10th January 1921 as mfruo 
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tuous. The third application for execution wae 
tuade on the y7ih May 1923. Another application 
made on the 10th January 1925 was iiifructuous as 
the decree-holder did not want to prmteed against 
the judgment-dehior at that time. 

B. CONCLUSION.— (I) If the decretal anumnt tMia not 

the decreedhoMer did not want to proceed 
against the laddment-debtor, the creditor hae 
lost his entire oapital, toi^eiber with the In- 
tere&t accrued therecm and ooets Incurred on 
the suit. 

(II) Sven aseomln^ that the plaintiff was able to 
realise from the debtor the full anuMint 
decreed, Immediately after the last execution 
application, the rate of interest realised by 
the creditor will be 9*3 per cent, per aiumm, 
while the stipulated rate of inteieat is 75 per 
cent, per annum. 

XIV. — L. Harparshad versus Nazru Khan. 

Jl. FACTS. — 1 . The plaint was presented on the 19th November 
1918. On the 19th November 1915 the plaintiff 
advanced Es. 26 on a bond carrying interest at 
As. 8-6 per cent, per mensem. The terms of the 
bond were that if the defendant failed to pay interest 
monthly, he would have to pav at the higher rate of 
1 per cent, per mensem, and if he failed to pay the 
entire amount of principal on due date, he would 
have to pay double the amount. Against the 
amount advanced he mortgaged two bullocks and a 
cow. Accordingly on the failure of the defendant 
to pay any interest and the principal on the due 
date, a suit for Eb. 52 was filed according to the 
terms of the agreement. 

2. The court granted on the 28th March 1919 a consent 
de<^ree for Es. 52 phis Rs. 6-2 on account of costs, 
total Es. 58-2 without any interest after the date of 
the decree. 

3. On the lOth May 1919 rho first application for the 
recovery of the decretal amount was made; and on 
the 22Tid October 1919 l(s. 19 were recovered. On 
the 2nd January’ 1920 another execution application 
was made for retjovery. On the 20th February 1920 

^ another Es. 10 were recovered. On the 28Td Febru- 

ary 1920 a third application for recovery was made; 
and on the 12th Februarv 1921 another Es, 10 were 
recovered. On the 3rd February 1922 another ap- 
plication was made for recovery, but this application 





WM dismiKaed iu iletauU (>u th« l&tk July ld2'J. Oa 
the 18th July 1922 uuother application wae made 
for recovery ; and on the llHh March 1923 Rs. 12-8 
were recovered. On the Ist Februan’ 1924 another 
, application was made, and further Ks. 10 were re- 
covered on the 17th May 1924. The cost of all the 
execution proceedings amounted to Rs 3-<i. 

B. CONCLUSION. — The rate of intereat realised by the creditor on 
his Investment (prindpiU and coats) comes to 
13-7 per cent, per annum aiJainst the stipulated 
rate of interest of 100 per cent., aooordinif to the 
terms of the bond. 


XV. — Duiii Mill, pliiintift I'l’tsiis Main Kliaii, dcfioidant. 

A. FACTS — 1 . The plaint was prasantad on the 21st Novoiuta^r 11H8, 
Its. 18 were advaiif ed on a bond, dated the 14th July 
1915, The rate of interest agr^a^d upon was annaa 
2 j>er rupee per month with a promise to repay 
the w’liole amount with interest was repayable in 
November 1915. Nothing was repaid, and a claim 
for the recoverv <>i Hs. after (al(*ula\ing interest 
ut the rate of Us. 11-2 pei rent, per mensem was 
brought, arul lis, ♦Tl were relinquished. 

2. An ex parie deeree was pa.ssed on the 8th Januuiy 
1919 for Us. fT5 jAus Hs. 4-2 on arc'cnint of eosls, 
total Rh. 89-2. I'ull interest up to the date of inati- 
tutioii of the legal proreed ing was awarded. No 
interest was aw'arded aftei' the date of the decree. 

3. Execution application presented on the 20tb 

March 1919 for the recovery of Ks. 39-V. This ap- 
plication for execution was fiied a» iufiuctuous, on 
the 29th May 1919. Nine annas on aicMmni of cof?td 
were added to the dec retal amount. On the 1st of 
October 1919 the second applicHtion for execution 
of de<u*ee was put in for lecovery of Rs. 39-11. On 
the 15th April 1920 this a|)pli< ution was filed ou 
fiart satisfaction of the claim f>ri payment of Its. 4 
to the decree-holder. On the 9th November 1922 a 
third application was made for rerjovery^ The ap- 
plication stated that plaintiff had recovered Rs. 20 
in all up to the time of the application and the 
balance claimed was Rs. 19-11-0. 

— ll ap|>ear8 that Rs. 10 were recovered privately in addition to 
Ri« 4 rocxjvered through court on the previous application.) 

This application was filed in default of the decree- 
holder. On the 21»t of April 1923 another appUco- 
tion was made for the recovery of Rs. 15-13. It 
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stai^Kl that Rs, 24 in all had been m*oveied. It 

filed on failure to etfe< t cttaehmenl on the 29tb of 
May 1923. 

B. CONCLUSIOH. — (I) If no ajmoont was rwlised after the last 

execution application proved infmotaonSt the 
rate of the Interest realised by the oreditor 
will be ‘9 per cent, per ammin. 

(II) Evm if It is aasmned that the total deoreta/ 
amount was realised by the plaintiff imme* 
diately after the last execution appUoathm^ 
the rate of interest realised was 12 1 per omL 
per annum while the stipulated rate in- 
terest was ISO per cent, per annum* 

AVI. — BhajLrwari Das versus liiiuta and two others. 

k. FACTS. — 1. The plaint whh presented on 2]st November 1918. 

(a) Rs. 99 were advanced on a bond on 24th January 
1915. The rate of interest agreed upon was 
2 per <ent. per month with a proroise to repay 
the whole amount in a lump sum iu 1918. 

(//) Nothing was rej>aid. The claim was for Rs. 171- 
4, out of which Re. J-4 were relinquished, and 
the suit was bronglit for recovery of Rs. 170. 

2. A consent decree was granted by the court for 
Rs. 170 plus Rs. 18-4 costs, total Rs. 188-4 with 
interest at 0 per cent, per annum from the date of 
decree till realisation. The decretal amount was 
ordered to be paid by instalments of Rs* each at 
each harvest. 

3. On June 7, 1921, an applic^ation for execution was 
put in for recovery of Rs. 153-4, Rs. 36-1 having 
been i-ecovered on the 5th February 1920. The 
application was filed on the 16th July 1921 for 
failure on the pari of the decree-holder to appear in 
court on the date fixed. After that no application 
for execution seems to have been made. 

B* CONCLUSION*— (1) If no amouni was XMlIsed after tbe last 

appUcatton for exeoutioii was Hied, tbs otsdit* 
or has lost 6S per oent* of his oapital, Uh 
^etb^ with Intei^ and the ooets Inouired on 
the suit* 

(II) Even suHpoeind that the pUdnUff 

to realise the amount shown in the last exs* 
cuthm appHoatioiit the rate of Interest real* 
fated is IffS per sent* per annum atfidnsi M 
per cent* per annumt the atipnlated rate* 
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HaRTH-«E8T FRONTIER PROVINCE. 


1. — No. 1119 of 192:{. — .iairain rer.^us Khaiimimnn. 

4« FACTS. — 1. The pluintift* is a resitleut of Nawa Shabr, Tehisil 
Abbottahatl aiol the deferdant is a resident of Man* 
selira. 

2. The plaint was j^resenteil on the 2t>tit NoveinV>er 
1923. 

(а) On ?Gth November 1920 the defendant struck a 
balance in the account book of the plaintiff and 
admitted that he owed Its. l.'JO to the plaintiff 
and promised to pay two kurh of wheat at 
the harvest as interest and two ** kurh ” of 
maize at the maize harvest every year. 

(б) Nothing was paid on account of either principal 
or interest. 

(c) Accordingly plaintiff calculated interest at the 
rate of 195 Odhis of wlu‘at and 195 Odhu ol 
maize, both valued at Ks. Itil-vH plus Its. 139 on 
account of jirimipal, the totvd amounting to 
Rs. 291-8. Of this Uh. 41-8 were relimjuished 
and a suit was brought for Rs. 25U. 

3. An cw parte decree was passed on tlie J(>lh of A ugust 
1924 for Rs, 202 plus Rs. 35-2 on account of costs. 
No further interest was allow e<L 

4. (u) The decree-hold**!' applied for execution of ihe 
(lecree on the 1st Septemher 1927. It was file<l as 
infructuous at the letjuest of the deci ee-iiolder ou 
the 10th (htobei 1927. 

B. CONCLUSION.— (I) If the decree-holder failed U> realise any 

amoani, he lost his oapiial, interest thereon 
and the ooets of the suit. 

(II) Assamlng that the whole amount was re* 
Gorered In full on the lOih of October 1927, 
the {rfalntiff realised on the amotuit in?ested 
by him as principal and oostSt interest at the 
rate of only 7 per cent, per annum. 


11,^ — Case No. 1173. — Jawahir versus Bostaii. 

A* FACTS. — 1. Both of them are residents of Nawashahr. 

2. The plaint w’^as presented on the 9th Decreinber 1924, 

(a) On the 8th Apnl 1921 the defendant twk 9 
maunds 20 seers of potatoes from the plaintiff 
and executed a bfnul on that account in the 
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latier*{i favour agrei^mg to pay or*e-and-a-half 
times 4}ie quantity of potatoes from his harvest. 
If he failed to do so, he should pay Its. 95 on 
account of the price of potatoes flus interest in 
285 Odhis of maize. 

# 

(b) Nothing was paid. According to the plaintiff 
Its. 96 on account of interest plus Re. 96 on 
ac(;ount of 286 Odhis of maixe, total Bs. ipO 
were due to him. 

(c) Rs. 90 were relinquished and a suit was brought 
for Rs. 100. 

3. A decree for Rs. 76 plw: Rs. 11-12 on account of 

costs 'WHS pa.ssed in plaintiff’s favour on the 13th 

February 1926. 

4. (a) An execution application was presented on the 

22nd September 1926. 

(6) On the 1st of November 1925 the execution 
decree was satisfied in full, the decree-holder 
getting a receipt for Rs. 78 from Jamdali and 
Inayatullah, the sureties of the judgment- 
debtor, in full satisfaction of his claim. 

B. CONCLUSION. — Tha plaintiff gave to tiia defendant potatoes vorUi 
JRa. 96 on the undeistandin^ that he would get 
interest in 286 OdMmot maize, he spent Rs. 11-12 
w aoooont (ff oosts. He received In retom a note 
for Rs. 78 from sureties in full satisfaction of his 
claim. It nmans that the plaintiff lost Rs. 28-18 
in the barjpkin. According to the contract, the 
stipulated rate interest was 50 par cent, for 
one season. 

III. — Case No. 138. — Rup Chand Shah versus Ghazi. 

Plaintiff resident of Nawashahr and defendant 
of Pat Rank. 

A. FACTS. — 1. The plaint was pi-esejited on the 9th February 1925. 

(a) On 9th February 1922 the defendant struck a 
balance in the hccouni book of the plaintiff for 
Re. 50-3-6 as due by him. 

(5) Interest was calculated on it which anaounted to 
Rs. 42-3 up to the date of institution of the suit 
thus making a total of Bs. 92-6-6. Of thu sum 
Rs. 17-6-6 were relinquished and a claim for 
Rs. 75 was brought. 

2. (o) An es parte decree was passed for Rs. 75 plus 
Bs. 5-15 on acocRint of costs on the !^rd April 
1926. 
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(6) Xo future iat#reist awarded, 

3. (a) Au exeeutioii fippluation was made on the 10th 
April 1028- It was tiled ji:4 iiifriu tuoas at the 
request of the decree-holder, on the 17th May 
1928. No further {ipplimtion seems to have 
been made sul>*wjuentlY. 

B.«CONGLU&IOil.— (I) Tha piafaitiff moeivad a aam of Ra* M-IS-S 

aa intereal for 6 yaan axid 3 moatlia on 
Ra. 50*3-4. Aaaumiiid that the fall amoont 
was recorered oat of oourt on tha 17th May 
1928, tha rata of Interest oomaa to 7 8 par 
oent. per amuim while the rata ot Intaiast 
atiptitated was 28 per oent per annum. 

(11) Assuming that tha daoraa*holdar ooald not 
reaUse tha amount of the deerae, tha oreditor 
lost his principal, tha Iniareat and the ooati 
of the s^t 


IT. — Case No. 310.- Ramji Das veruis Asi^har Khan. 

A. PACTS. — 1 . The plaintiff is a leudent of l\‘Hhttwar city and the 
defendant of village Ali l?ar/i. 

2. The plaint was preseiited on <lie 14th Mf^rcJi 1921, 

(rt) On 24th September 1917 the defendant execnied 
a l>ond for Its. 50 reeei%"ed in <va«h from the 
plaintiff and ag^reed to repay the amount within 
«ix months without any interest. It was fur- 
ther stipulated that if tne money wa» not repaid 
within the specufied period, the defendant agreed 
to pay interest at tlie rate of 6 pies per nipe^ 
per month fn»m the date of default till repay* 
ment. 

(h) Ac(‘or<UngIy interest wag calcimled from the 
24th March 1918 at the stipulated rale for 35 
months 20 days, which amounted to Rs. 55-12. 

(c) A*. 2-3 on account of cost of notice wa# also 
included . 

(d) Finally a claim was brought in for the rocoTery 
of Ha. 50 principal, plus Jt». 55-12 interest plus 
Am. 2-3 on account of the cost of notice, total 
Bs. 105-14-3. 

8. An ej- porte decree was passed on 25tb May 1921 for 
R*. 105 plus costs B# 9-4. No future interest was 
allowed alter the date of decrae. 
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4. (a) On the 24th June 1921 the decree-holder applied 
for satisfaction of his decree by imj^risoiimeiit of 
the judgment-debtor in the civil jail. The war- 
rant could not be served on the judgment-debtor 
and the application was filed as infructuous on 
22nd December 1921. 

{h) On the 2nd April 1924 the decree-holder again 
applied for execution of his decree. This appli* 
cation was filed in default of the decree-holder 
on the 9th May 1924. 

(c) On the Gth January 1925 the decree-holder again 
applied for execution of his decree. This ap- 
plication was filed as infructuous on the 12th 
March 1925 according to the wishes of the 
decree-holder. 

(d) On 11th August 1927 the decree-holder made 
another application for execution of his decree. 
This application was also filed as infructuous as 
desired by the decree-holder on the 21st of De- 
cember 1927. 

B« CONCLUSION. — (I) Hie rate of realised interest comes to 109 

per oenL, presuming that the whole sum was 
paid in full on the 2l8t December 1927, 
while the stipulated rate of interest was 6 
pies per rupee per immih or 87*6 per cent, 
per annum. 

(II) Assumliig that the decree-holder could not 
realise the decreed amount, he lost his prin- 
cipal, the interart thereon and the costs of 
the suit. 


V. — No. 569, — Firm Amir Singh Kanhiya Sing versus Sahib Alara. 

A. FACTS.~1. The plaintiff is a resident of Peshawar City and the 

defendant of Landi. 

2. The plaint was presented on the 13th June 1928. 

(a) On f)th April 1925 the defendant executed a bond 
for Rs. 84 received in cash from the plaintiff 
and promised to repay the amount in the month 
of June 1927. It was further agreed that if the 
defendant failed to pay the amount on the due 
date, he would be liable to pay interest at the 
rate of lj[^ per cent, per mensem or 18 per cent, 
^r annum. 

(5) Nothing was paid by the defendant. 

(e) Accordingly Interest at the stipulated rate on the 
principal was calculated wnieh amounted to 
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Kb. 47 up to the daio of Uie iusiitution ut ike 
suit. Both the priitcipiU and intemii amounted 
to lie, 131, of which He. 1 was reiim^uished and 
a auit waa brought for recovery of lla. 130 only. 

3. (a) A decree waa passed on the 29th Otdober 1928 in 

plaintiff s favour for lla, 130 plus lis. 24-10 on 
account of costs. 

(6) Ko interest was awarded after the date of the 
decree. 

4. (rt) An execution application was niavle on the 3rd 

of November 1928. 

(h) On the Gth February 1929 the parties compro- 
mised in this way that Ks. 50 were paiil in cash 
to the plaintiff, and as regar<ls the balume the 
judgment-debtor agreed to pay halt oi the 
balance w'ithin three months and the remaining 
half after 7 months. In case ot doluult the 
whole outstanding debt would be recoverable in 
one lump sum. 

(c) On the 11th July 1929 the decree-holder ajjplied 
for recovery of the outstanding Ks, 108-10 (in- 
cluding costs of execution). On the iltJi Nov- 
einber 1929 the decree-holder recovered Its. 112 
and the application was satisfied in full. 

B. CONCLiUSlON* — ^The pl&intiff received Re. 46 ae intereet for 4 
yetre 7 months on Rs. 84. The rate of interest 
works out to 11*9 per orat. per snnum while the 
stipulated mte ot Interest was 1| per cent, per 
mensem or 18 per oeni^ per annunou 


VI, — Ifo. 1342, — Kanshi Ram versus Sher Khan and Alii Khan. 

A. PACTS* — 1. The plaintiff is a resident of Peshawar City and 
the defendants of village Ahmad Khel. 

2. The plaint was presented on the 23rd November 
1928. 

(а) On 1st August 1926 the defendants executed a 
bond for Rs. 60 receiverl in cash from the plain- 
tiff and promised to pay interest at the ntie of 

per cent, per mensem or 30 per cent, per 
an^mm. 

(б) Noihiii|[ was paid and interest was calculated on 
the principcd at the stipulated rate which 
amounted to Bs. 41-8 and a claim lor recovery 


mamsnii. 



464 


(if Kn. 100, after relinquiidung He, 1-8, was 
brought in. 

3. (a) A decree for Rs. 100 piujf costs Bs. 20-4 was 
passed in plaintiff’s favour on the 24th January 
1929. 

(h) No interest was allowed after the date of the 
decree. 

4* (a) An application for execution was made on the 
12th April 1929, which was tiled in default on 
the Kith May 1929. 

(h) Another application was made on l8th of October 
1929 and this also was filed as infructuous on 
the 18tli of Jamiary 1930. 

B. CONCLUflllOIf.— (I) Pmumiiig that the whole axnoont wa& re- 

covered in full on the 18th January 1930 the 
plaintiff received Re. 40 as intereet for 3 
years and 4} months on Rs. 80. The rate 
of interest works out to 19*7 per cent, per 
annumf while the stipulated rate ot interest 
was per cent, per month, or 30 per cent 
per annum. 

(II) If he failed to recover the decretal amount 
the plaintiff lost his entire oapItaJ, tc^ether 
with the Interest thereon and the costs of 
the suit. 

VI. — No. 130b, — Firm Bulmokand vcnius Fasihullah. 

A. FACTS.— 1. The plaintiff is a resident of Peshawar and the 
defen(laiit of village Nahqi, 

2. The plaint was presented on the 13th November 
1928. 

(o) On the 23rd of November 1925 the defendant 
executed a bond for Rs. 60 in favour of the 
plaintiff and promised to repay the amottni by 
the 29th l)e<*ember 192;"); in l ase of default he 
agreed to pay interest at the late of 2 per cent, 
pet mensem or 24 per cent, per annum. 

(6) Out of the principal Rs. 42 were received. 

(c) A<‘cording to the plaintiff Rs. 18 on account of 
pi incipal and Rs, 13 on account of interest on 
the above Rs, 18 for three years amounts to 
Rs. 31. Of this Re. 1 was relinquished and a 
suit for recovery of Rs. 30 was filed in. 

3. ((/) An €Jt parte decree was granted on the 19th 

December 1928 for its. 30 plm Rs. 6-8 costs. 
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(fc) No interest was allowed after the date of the 
de<'ree. 

4. On the i2th of January 1929 the plaintiff applie<l 
for execuOoii ol his tlecnn*. This application was 
* filed as infrni'tnous al the ret|uesf of the decree- 

holder on 12th March 1929. No further apjdication 
was made. 

CONCLUSION. — (I) The nUe of intereot realised on the total In- 
vestment (prinoipal plus ooets) works out 
to 19 5 per oent. per annum, If the whole 
amount was recovered out of court on the 
iSth Maeoh 1929, while the stipulated fate of 
interest was 2 per oent. per month or 24 per 
oent. per annum. 

(II) If the decree-holder failed to recover the 
decretal amount, he lost 30 per oent. of his 
oapital {odether with the Intereat on tha prln- 
oi^ and the costs of the suit. 

^ II. -- Nil. 197 Ilf 1917. — Ilukain ('h.ind ccrjiM.* Farid Isa Khan, and 

Musa Klian. 

A. FACTS I. The pi a inf was on tin* rHi il Feln naiy MH?. 

(if) ( )ii Au;j;u«< IfM I oiii* Mohd. Sharif Khun. 

H ham* f*! <iofi<M s art* the 

t*.\'e( uUnl a hontl for |{s. on a<‘rouni of thm* 
|)it‘viouH hoiitlM (tilt* ()i»»vlouH IkiiuJh wont jif>t on 
filn) anti promised to rojiuy tlo* delit in twai 
in^iialtiK^ntH im follows: — 

Uj«. payable <»ri fht* I3tli March 1915. 

Us. 15(1 |»ayuf»b* on (ho 15th Sr}it4MnVH*r 1915. 
Til the carte of non-payment of any om* of tlie 
iiirttulinentrt, Mohd. Sharif proniirttMl that in- 
terest will be paifl at the rate of l| per f eat, per 
meiiHA^ni on the amount of the unpaid inrttulinent 
from the date when the iiiHlalmeiii fell due an 
well urt on the reinaiTiiii^ princijml. The prin- 
cipal and iiiterertt would l»e jjayable on demand. 

(ft) None of the inrttalmenl.s wa« paid, and interertt 
was calculated a‘: the aT>ove rtitpulaied rate on 
the principal. Thirt amounted U) Rn, 82-8. 

(c) Accordingly a suit was brought for Rs. 350 prin- 
cipal plus Hs- 82-8, total Rh. 432-8. 

2. (a) Ac e.r parte dei ree wart paiwied on Uie UHh March 
1917 for Rrt. 432-8 plus corttH amounting Ui 
Rs. a5-8. 

(ft) No interest wart awarded after the date of the 
decree. 

T 

bakkcom. 
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3 (a) On the 22nd Manh 1917 the decree-holder ap- 
plied for execution of the decree and prayed for 
recoverv’ of the amount decreed plus coets by 
Kiile of the hou»e property l)elonging to the 
deceased debtor. i» 

(/>) On the 4th (h-tober 1917 the decree-holder pur- 
chased the house pr<»peity of the debtor for 
Its. 499. Out of this sum Its, 24-8 on ac<x)uiii; 
of (ioverninent g atrction comnnssioxi were 
credited to the trensurv and in lieu of the 
balance Its. 4(>5-8, lire decree-holder filed a 
receipt in court in full satisfac tion of his claim 
amounting to Us. 498. The dec ree-holder could 
not, liowever, get possession of the five houses 
sold tf) him till the 23rd November 1918, when 
he was delivered possession of the houses for- 
mally through the court. 

B, CONCLUSION. — The plaintiff received Rs. 80 as interest for 4 
years and three months on Rs. 380. The rate of 
interest up to the date of full payment, i.e«, the 
23rd November 1928, comes to Rs. &3 per oent. 
per annum while the stipulated rate of Interest 
was 15 per cent. This leaves out of account aitiv 
gather the loss of Interest on Rs. 35-8 incurred on 
costs from Srd February 1917 to 23rd November 
1918. 

V^TIT. "-No. 202 of 192»o.~ - Kida M(»hd. ^'erxys Ishacj. 

A. FACTS. I . 'Phc plaint presented on 17th Febi uarv 1925. 

(а) ( )n the 29th Noveinbei 1920 the defendant exe- 
cuted a bond for Rs. 170 received in cash from 
the pluintiff and j)romised to deliver 34 maimds 
of (tur in return for this amount on the Ist l)e- 
eefnber 1921. He furtlier agreed that if he 
failed to deliver the stipulated (juantity of Gur 
on the due date, he would either deliver 40 
maunds of Gur or the price of 40 maunds ac- 
cording to the market rate prevailing on the 
28th February 1922. 

(h) The Gur wub not delivered on the due date, and 
consequently the plaintiff brought a claim for 
the Drice or 40 maunds of Gnr at the rate of 
Rb. 8 per maund, total Rs. 320. 

2. (ci) An ex parte deci^ was passed on the 26th March 
1925, for Rs. 261-13 plm proportionate costs, 
f.e,, Rs. 33-6. 

(б) No interest was allowed after the date of the 
decree. 
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3* (a) On the 2nd May 1^25 thi' plaintiff applied for 
exeoutioii of his decree hy aitachiuent of the 
wheat and Imrley crt^ps of the defendant. This 
a ppl nation was file<l on the 22nd May 192o a» 
• lies! red hy the derree-hohler. 

(h) Apiin on the 4th January lJ)2ti the det ree-holdto 
a[)idied for excKution by impriHonment of the 
• j tid^'iuentHlebtor in the c ivil jail. Again it wan 

tiled ns infrurtuous c»n Uith .1 uin* l!)2t5 at the 
recjuest of the decree-holder. 

(r) till the loth Nuveinbei IJ12b (h«^ dcH'ree-hoIder 
again ap}died for exec lit i<»n of his cIcm iw and 
piuye<l that Hutivsfai ticcn 1 h^ effcM-ted by attacb- 
luent of the sugart-ane c rop of the defendant, 

< hi the 14th Ajiril 1927. only Us. 20 were rc'co- 
veied and the application wa« tiled as satisfied 
HI jiart. No further application has so tar been 
made, 

B* CONCLUSION.— (1) The rate interest realised on the InYest* 

meni ({»inolpai and oosts) works out to 7 9 
per cent, per annum, assumini{ that the 
whole amount was reoo>vered out oi oourt on 
the 15th hpfll 1927. 

(11) Assuming that the plaintiff failed to moover 
any amount after the last execution appUoa^ 
tion, he lost 85 2 per oent. of his principal 
together with Interest thereon and the costs 
ot the suit. 

IX. No. M05 of 1920. Atta Muhd., plaintiff rfr^un MuhilutlhH<| 

and others. 

A. FACTS. I. The plaint was presented on the fHli (b toher 1920. 

(a) t )n the 24th Oc tober 1922 thc» defendants exe- 
cuted a bond for Us. 222 received in cash from 
the* plaintiff and promised to nupply to the 
[daintiff 44 maunds Iti neers of dur In return for 
tliis amount on the Ih( Decembei 1923. It was 
further agieed that if the defenclants failed to 
Hupplv the stipulated ciuaiitity of (rur on tlie 
due dat 4 % the^" would deliver niaunds 20 se4»rs 
of (riir or the price of that fpiantity as prevail- 
ing on the 2^Hh February 1924. 

(A) The Gnr was not supplied on the due date and 
accordingly a claim ror recovery of Its. 500 on 
account of the price of 65 mminds 20 seers 
according to the prevailing rate on the 2<Hli 
February 1024, t.e., R«. 10 per rnaund was 
brought after relinquishing Rs. 55. 



2. (a) An ej? parfe clecrei* wa« pasikKl on the 16th Nov- 
ember 1926 for Its. 500 plv$ Ua. 67-12 on ac- 
count of coste. 

(/;) No iiiteiTHt was awarded after the date of the 
decree, 

»5. {a) The firnl application was made for execution of 
dei ree on tlje 20th November 1926, This appli- 
cation was filed in default of the decree-holder 
on 2Srd May 1927. An application was made 
^ for its restonition, >)ut it wan rejected also on 
the 22n(l January 1929. 

{h) No further application was made. 

B. CONCLUSION. — (I) Prasuminfi that the whole amoant was re- 
ceived out of the court on the 2Srd January 
1929 the phUntUf received Rs. 278 as InteJrest 
for 8 j yearn on Rs. 222 and for 3 yean and 
^ months on Rs. 67-12 (costs). The rate of 
interest realised comes to 18 per oent per 
annum, while the stipulated rate of inteiest 
was more than 50 per cent. 

(II) Assumln^i that the plaintiff failed to recover 
the amount alter the last execution applica- 
tion, he lost his capita], the interest thereon 
and the costs of the suit. 


X.' — No. 527 of 1928. — Nirnial Sinjrh, plaintilf, vemus Molul Frnar 

Khan. 

A. FACTS. — 1 . The plalut was presented on the 28th Noveinl>er 

1918, 

(a) On Ihe 2fHh May 1915 defendant execut^^d a 

bond in favoui of the ]>laintiff for Hs. 256 as 
per detail below: — 

Rs. 2(M) on jHM ount of a jjrevious bond, dated 
the doth May 1912. Rs. 56 paid in cash. 

(h) Interest, at the rate <vf per cent, per mensem 
was agreed upon. It was further agreed to re- 
pay the amount within six months. 

(c) Nothing was paid. Interest at the agreed rate 
from 2dth May 1915 to 28th May 1918 amounted 
to Rs. 54 and a suit was brought for recovery of 
Rs. 310. 

3. (o) An cx parte decree uas passed on the 10th De- 
cember 1918 for Rs. 310 phi$ Rs. 24-4 on ac- 
count of costs. 

(b) No interest was allowed after the date of the 
decree* 
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4. (^) The fir^t execution applicniion wa« pi'eeenteil on 
the l?nd Detenilver IWl. Thi« uppiic^itiou \sm 
filed infru<‘tuoui> at the retjueHt of the d^nnw- 
holder on the 19<h .liunuu v 

(h) The Heeoijd a{i}di<'ut ion for exet ulion was niade 
on the Hith .lainiarv It was aUo file«l us 

intrurtu<»us at the retjoest of the decree-holder 
on tlu* titli Feln uarv 

ie) A thinl a|>|di<‘atityn was nuoh* on tie* Hhli Junu- 
arv '^lu^ alM» noM will* the same lute on 

11th Fehruaiv 

(if) A ftuirth a|>|)lir:*t son was inatle f*>t recovery i»f 
Its. J {iio lndintr rosts i>n execution appli- 
cations! on 4th May Thi.s a j>|dicati<tn 

Was ti]<*d in default ot the d»a ree-hohlio on (itli 

May \im. 

(c) thi the 8th Ma\ ajL^am tlic dta na'-hohho 

npjdied fo? cxciiitinn. Idns uan aNn hh*d in 
delanlt f4 the drt i ee fioldcr or> the I dt h Jun»‘ 

nrj!). 

{f\ (hi the HUh Deciunhio Ihjft the det a cr- In v| dio 
ajj^ain applied lot I'xci utien, 4 liis application 
was (listnissed on SMaionit of sono’ le^^al detial 
in tlie p! eseiitat ion of the applimtion on Hhh 
J)eceiHhcr 

B. CONCLUSION. — (I) Assuming that the whole amount waa railis4»d 

out of court on the 11th December 1929* the 
plaintiff received Rs. 54 as iniereet for 14| 
years cm Rs. 256. The rate of interest comes 
to 1 4 per cent, per annum* leavinii out of 
account altogether the loss of interset on 
Rs. 24-4 (coets) from the 2Sth November 
1918 to the 10th December 1929. 

(11) Assuming that the decree-holder failed to 
realise any ainonnl from the JudjJment-debt- 
or* he Ic^t cent, per cent, of his capital* 
toother with Interest thereon and the costs 
incurred on the suit. 

X I.— No. nf - Ilupi haiid Sluih , plaintiff rerMUM Hahadur, 

drfciulant. 

A. FACTS.—] . The plai nt was }ir('s»'iite<l ‘iii tin- 2iiil Faliniat v 

(fi) (•») th** Itith -Taniiarv |!t22 the (li‘fcii<ian) i-tMii k 
a halaiK-e of n«. 2'> in tlu- a<<<iiiiil fxxik oi flu- 
]>lainti<T on airouni of previous flelit muJ pro- 
mised in pay one Odhi of maize per rupee on 
account of interest annually. Subsetpienily he 
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purchaned ariicle» from the plaintiff worth 
Re. 1-13. 

(b) Nothing was paid. 

(r) According to the plaintiff Rh. on account 

of principal and Kh. 25 f»n account of price of 
75 (hikn, total Rs. 51-13 were due from the 
defendant. Of this amount Rs. 21-13 werj', 
relincjuished and a suit was brought for Rs, 30 
only. 

2. (a) An fHttte dcM r(*e for Rs. 30 plun Rs. 3-11 on 

account of costs was passed on the 22nd April 
1925. 

(5) No interest was awarded after the date of the 
decree. 

3. An execution application was made on the 19th 

April i92S. It was filed infnictuous on the 17th 

May 1928 at the nM|uc‘st of the decree- holder. 

B. CONCLUSION. — (I) Presuming that the whole decreed sum was 

realised on the 17th May 1923 the piaintUf 
reoeived Rs. 3 3 as interest for 6 years and 
4 months on Rs. 26*13. The rate of interest 
comes to Rs. 1*8 per cent, per annum while 
the stipulated rate was about 33 per cent, 
per annum. 

(H) Assuming that the plaintiff failed to realise 
the decretal amount, he lost his principal, 
interest and costs. 


XII. — (5iHc No. 1207 of 1924. — Hukam Chaml Shah versvj^ Havat. 

A. FACTS* — 1. The [>laiut was prosojitcd on the 15th December 
1924. 

{a) On the 4th July 1921 defendant executed a l>ond 
for Rs, 254 and promised to re])ay the amount 
in the month of January 1923 or in default 
of payment on the due date agreed to pay in- 
terest at the rate of 6 pies per rupee per month. 

(6) Defendant failed to keep his promise. 

(r) According to the plaintiff's calculation, Rs. 254 
on account of principal plus Rs. 2^-12 on 
account of interest for three years according to 
the agreed rate of interest amounted to Es. d39* 
12, ot which Rs. 39*12 were relinquished, and a 
suit was brought for recovery of Rs. 600 only* 
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a. (a) The parties comprow»»ed on 24ih Fehruary 1925 
and in accordance therewitJi a det'ree was paaaeil 
OB per details ^ven below: — 

Defendant a^recil to |>ay HwS. 4Jt() plus ctwis 
of the suit by ia««ta)inenU as follows: - 

Rs. UK) payable in Magluu Sanibut 1982. 

• Us. 1(K) payable in Magliar Sambat 19H.H. 

Us. KK) payable in Magluir Satnlmt 1984. 

Rrt. 100 paj'able in Magluir Saiubnt 

Rs. 30 payable in Maghar Sambat ]98(i. 

The ' osia t>f the suit anion nte<{ to R». GO-12. 

4. (/j) On the fith Ot tober I92G. the plaintiff ii|»ptie<I 
for ♦vNecution of his detiee. This upplitation 
was filed U8 infnntmniH at the reijnest of the 
<lerree-hobler <m the 29th NoveinlH^r 192t». 

(It) On the 23rd Deeember 1927 another appInaUion 
was filed for execution of dec tee, This aiiplieu- 
tion was di>inis8ed on aeeouni of the failun* of 
the decree-holder to put in the pro* ess fee on 
the 7th dune 1928. 

( r) t hi the Itith November 1928 tlM‘ ilern^e-hohh t 
again applied for execution of Ins dec ree. I uis 
application was also filed a.s infruclnouH at tfo* 
reijuest of the de<*i ee-h<)ldei\ on the lOtli May 

1929, 

B. CONCLUSION. — (1) Presuming that the whole decreed amount 

waa recovered on the lOih May 1929 while 
the etipolated rate waa 6 plea per rupee per 
month. The plaintur received Rs. 176 for 7 
yeara and 10 numths on Ra. 2M. The rate 
ot interest oomee to 8 6 per oent. per annum, 
while the stipulated rate was 37 0 per oent. 

(II) Assuming that he failed to recover the 
amount, he lost his principal, Interest and 
costs. 


XITI. — No. 1181 of 1924.“ -Prabhdial Singh versus .fumaldin. 

A. PACTS. — l.The plaint was prcncnfed on the llfli D(m ember 
1924. 

{a) On the 12th September 1921 the defendant exe- 
cuted a bond m favmii of the plaintiflf whereby 
he admitted Rs. Gf) as already due to the plain" 
tilF as also 80 Odhis of gmin and received Rs. 12 
in cash and promised to pay interest in kind on 
both the harvests of wheat and uiaiae at the 
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rale of one “ Kurh ** at each harvest. He 
further agreed to liquidate the debt in the month 
of January 19^3. 

{h) Nothing was paid. ^ 

(c) Atu'ording to the plaintiff’s mleulations Be. 72 
on atcoujii of principal and Rs. J33-r>-3 on 
account of the price of 8() (hlltu of wheat and 
maize, total Rs 10r>-,>3, were due to him, "To 
this sum were added Rs. 27 on aecount of in- 
terest on 72, l>eirsg the price of 54 Odht$ of 
wheat, and Rs. 2i on af*(<»unt of (>3 ()<lhi$ of 
maize as interest on 80 Odhia; total Rs. 153-5-3. 
Of th in Rh. 3-5-3 were relincpiished and a suit 
was brought for recovery of Its. 150 only. 

3. i(f) An t\r parfe decree was passed on the !7th Febru- 

ary 1925 for Rs. 150 plus Rs. 17-14 on aecount 
of costs. 

(5) No interest wus allowed after the date of the 
decree. 

..r 

4. (fi) An execution application was made on the Slst 

dan nary 1920. On the 24 th April 1920 the 
decree-holder gave a statement to the effect that 
he had obtained a fresh bond for Its. 110 from 
the judgment-debtor in full satisfaction of his 
decree, and accordingly the ap})li(‘ation was 
filed as satisfied ia full on the 2Gth June 1926. 

B. — GONCLUSION. — ^The plalaUff received Rs. M-1(K9 for i years 
and 6 months cm Rs. 109-&-3. The rate cl real- 
ised interest comes to about 9| per oeot. per 
annum. 


lfQlK>-li-a66 jBSek 






